Luckin Coffee: Fraud + Fundamentally Broken Business 
Executive Summary 

When Luckin Coffee (NASDAQ: LK) (“ Luckin ” or the “ Company ”) went public in May 2019, it was a fundamentally broken 
business that was attempting to instill the culture of drinking coffee into Chinese consumers through cut-throat discounts and free 
giveaway coffee. Right after its USD 645 million IPO, the Company had evolved into a fraud by fabricating financial and operating 
numbers starting in 3 rd quarter 2019. It delivered a set of results that showcased a dramatic business inflection point and sent its 
stock price up over 160% in a little over 2 months. Not surprisingly, it wasted no time to successfully raise another USD 1.1 billion 
(including secondary placement) in January 2020. Luckin knows exactly what investors are looking for, how to position itself as a 
growth stock with a fantastic story, and what key metrics to manipulate to maximize investor confidence. This report consists of 
two parts: the fraud and the fundamentally broken business , where we separately demonstrate how Luckin faked its numbers 
and why its business model is inherently flawed. 


Part One: The Fraud 

Smoking Gun Evidence #1: Number of items per store per day was inflated by at least 69% in 2019 3Q and 88% in 2019 4Q, 
supported by 11,260 hours of store traffic video. We mobilized 92 full-time and 1,418 part-time staff on the ground to run 
surveillance and record store traffic for 981 store-days covering 100% of the operating hours. Store selection was based on 
distribution by city and location type, the same as Luckin’s total directly-operated store portfolio. 

Smoking Gun Evidence #2: Luckin’s “Items per order” has declined from 1.38 in 2019 2Q to 1.14 in 2019 4Q. 

Smoking Gun Evidence #3: We gathered 25,843 customer receipts and found that Luckin inflated its net selling price per item by 
at least RMB 1.23 or 12.3% to artificially sustain the business model. In the real case, the store level loss is high at 24.7%-28%. 
Excluding free products, actual selling price was 46% of listed price, instead of 55% claimed by management. 

Smoking Gun Evidence #4: Third party media tracking showed that Luckin overstated its 2019 3Q advertising expenses by over 
150%, especially its spending on Focus Media. It’s possible that Luckin recycled its overstated advertising expense back to inflate 
revenue and store-level profit. 

Smoking Gun Evidence #5: Luckin’s revenue contribution from “other products” was only about 6% in 2019 3Q, representing 
nearly 400% inflation, as shown by 25,843 customer receipts and its reported VAT numbers. 

Red Flag #1: Luckin’s management has cashed out on 49% of their stock holdings (or 24% of total shares outstanding) through 
stock pledges, exposing investors to the risk of margin call induced price plunges. 

Red Flag #2: CAR Inc (HKEX: 699 HK) (“CAR”) deja vu: Luckin’s Chairman Charles Zhengyao Lu and the same group of 
closely-connected private equity investors walked away with USD 1.6 billion from CAR while minority shareholders took heavy 
losses. 

Red Flag #3: Through acquisition of Borgward, Luckin’s Chairman Charles Zhengyao Lu transferred RMB 137 million from 
UCAR (838006 CH) to his related party, Baiyin Wang. UCAR, Borgward, and Baiyin Wang are on the hook to pay BAIC-Foton 
Motors RMB 5.95 billion over the next 12 months. Now Baiyin Wang owns a recently founded coffee machine vendor located 
next door to Luckin’s Headquarter. 

Red Flag #4: Luckin recently raised USD 865 million through a follow-on offering and a convertible bond offering to develop its 
“unmanned retail” strategy, which is more likely a convenient way for management to siphon large amount of cash from the 
company. 

Red Flag #5: Luckin’s independent board member, Sean Shao, is/was on the board of some very questionable Chinese companies 
listed in the US that have incurred significant losses on their public investors. 

Red Flag #6: Luckin’s co-founder & Chief Marketing Officer, Fei Yang, was once sentenced to 18 months’ imprisonment for 
crime of illegal business operations when he was the co-founder and general manager of Beijing Koubei Interactive Marketing & 
Planning Co.,Ltd. (“iWOM”). Afterwards, iWOM became a related party with Beijing QWOM Technology Co., Ltd. (“QWOM”), 
which is now an affiliate of CAR and is doing related party transactions with Luckin. 
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Part Two: The Fundamentally Broken Business 


Business Model Flaw #1: Luckin’s proposition to target core functional coffee demand is wrong: China’s caffeine intake level of 
86mg/day per capita is comparable to other Asian countries already, with 95% of the intake from tea. The market of core 
functional coffee product in China is small and moderately growing in China. 

Business Model Flaw #2: Luckin’s customers are highly price sensitive and retention is driven by generous price promotion; 
Luckin’s attempt to decrease discount level (i.e. raise effective price) and increase same store sales at the same time is mission 
impossible. 

Business Model Flaw #3: Flawed unit economics that has no chance to see profit: Luckin’s broken business model is bound to 
collapse. 

Business Model Flaw #4: Luckin’s dream “to be part of everyone’s everyday life, starting with coffee” is unlikely to come true, 
as it lacks core competence in non-coffee products as well. Its “platform” is full of opportunist customers without brand loyalty. 
Its labor-light store model is only suitable for making “Generation 1.0” tea drinks that have been in the market for more than a 
decade, while leading fresh tea players have pioneered “Generation 3.0” products five years ago. 

Business Model Flaw #5: The franchise business of Luckin Tea is subject to high compliance risk as it’s not registered with 
relevant authority as required by law, because Luckin Tea launched its franchise business in September 2019 without having at 
least two directly-operated stores fully operational for at least 1 year. 
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Part One: The Fraud 
Starting 3 rd Quarter, 2019 


“The stock's gains have almost all come in the past two months, after the company said it had become profitable at a 
store level in the quarter through September 

Jacky Wong, Wall Street Journal 
January 9 th , 2020 
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Smoking Gun Evidence #1: Number of items per store per day inflated by 69% in 2019 3Q and 88% in 2019 4Q, 
supported by 11,260 hours of store traffic video 


Reported number of items per store per day: 444 in 2019 3Q, and 483-506 in 2019 4Q 



Number of items per store per day (2) 
292 285 361 244 345 

2Q2018 3Q2018 4Q2018 1Q2019 2Q2019 



4Q2019: 483 - 506, implied by 4Q Guidance 
Product Revenue Guidance of RMB 2.1 billion to RMB 
2.2 billion, divided by Net selling price per item of 
RMB 11.8 (Assuming Luckin to report 5% sequential 
growth from 2019 3Q of RMB 11.2) and average store 
number of 4,094 


(2) Ea leu I ated as th e tota I nu mbe r af Items sa Id during the period } the a w erafe number of stones (begl nnl n j of perlad and end of perladj / number of day s du ring the period (as su m In; JQ day s per mu nth) 

Source: Luckin 2019 3Q Earnings Release Presentation, page 16 

Our offline tracking results of tracking 981 store-days from 2019 4Q showed 263 items per store per day only : 

No. of items per store per day 

600 


263 


Store 
Video 
Tracking 
from 4Q19 

Source: Luckin filings, offline footage tracking 

We mobilized 92 full-time and 1,418 part-time staff on the ground to run surveillance and successfully recorded store traffic for 
981 store-days covering 100% of the operating hours of 620 stores . Store selection methodology was based on distribution by 
city and location type, the same as Luckin’s 4,507 directly-operated stores reported to be open at the end of 2019. Luckin’s 4,507 
stores were in 53 cities, and we covered 38 cities - in which 96% of Luckin’s stores are located. The location type was decided by 
analyzing the detailed address of Luckin’s stores: we separated them into office, mall, school, residential, transportation, hotel and 
others. 

We counted the foot traffic of each store and recorded videos from store open to store close, averaging 11.5 hours per day . 
When we double check the foot traffic count and the videos recorded, we discard an entire day’s data if the video surveillance is 
missing more than 10 minutes of footage. Our success ratio was only 54%, and thus all the data presented for the successful ones 

are of 100% integrity . 

Below is a side-by-side comparison of the city, location type and store age of: 1) The overall Luckin directly-operated stores 
portfolio (we located 4,409 of them on Luckin’s APP as of Dec 31, 2019); 2) The 981 store-days that we successfully executed 
and presented in the data analysis; 3) The 851 store-days that we visited but failed to record an entire day’s video, reasons 
including execution failure - asked out by Luckin staff, equipment crash etc. or quality control failure, mostly due to more than 10 
minutes of footage missing for an entire day. The failed store-days are not included in the data analysis. 
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Luckin Directly-Operated Stores I Visited Store Days (Successful) I Visited Store Days (Failed) 


# 

City Store No. 

Store% 

Office 

Mall 

Others 1 Days No. 

Days% 

Office 

Mall 

Others 1 Days No. 

Days% 

Office 

Mall 

Others 

1 

Shanghai 

525 

12% 

61% 

26% 

12% 

131 

13% 

64% 

18% 

18% 

145 

17% 

60% 

15% 

25% 

2 

Beijing 

432 

10% 

63% 

15% 

22% 

115 

12% 

49% 

27% 

24% 

117 

14% 

52% 

23% 

25% 

3 

Guangzhou 

271 

6% 

62% 

20% 

18% 

63 

6% 

83% 

5% 

13% 

55 

6% 

80% 

7% 

13% 

4 

Shenzhen 

234 

5% 

79% 

12% 

9% 

55 

6% 

76% 

16% 

7% 

50 

6% 

80% 

12% 

8% 

5 

Hangzhou 

230 

5% 

66% 

14% 

20% 

15 

2% 

93% 

7% 

0% 

15 

2% 

87% 

0% 

13% 

6 

Nanjing 

215 

5% 

58% 

23% 

19% 

37 

4% 

68% 

27% 

5% 

36 

4% 

53% 

25% 

22% 

7 

Chengdu 

192 

4% 

58% 

23% 

19% 

43 

4% 

56% 

23% 

21% 

26 

3% 

42% 

23% 

35% 

8 

Wuhan 

180 

4% 

45% 

35% 

20% 

44 

4% 

43% 

41% 

16% 

42 

5% 

45% 

40% 

14% 

9 

Chongqing 

158 

4% 

47% 

28% 

25% 

61 

6% 

56% 

31% 

13% 

29 

3% 

66% 

28% 

7% 

10 

Tianjin 

147 

3% 

64% 

26% 

10% 

47 

5% 

55% 

38% 

6% 

17 

2% 

41% 

41% 

18% 

11 

Xi'an 

133 

3% 

59% 

24% 

17% 

52 

5% 

56% 

31% 

13% 

22 

3% 

45% 

41% 

14% 

12 

Changsha 

116 

3% 

47% 

30% 

22% 

12 

1% 

33% 

50% 

17% 

30 

4% 

27% 

30% 

43% 

13 

Suzhou 

115 

3% 

46% 

41% 

13% 

30 

3% 

47% 

47% 

7% 

3 

0% 

0% 

67% 

33% 

14 

Wuxi 

108 

2% 

56% 

27% 

18% 

8 

1% 

63% 

0% 

38% 

14 

2% 

57% 

14% 

29% 

15 

Ningbo 

105 

2% 

60% 

27% 

13% 

22 

2% 

73% 

14% 

14% 

11 

1% 

73% 

9% 

18% 

16 

Zhengzhou 

92 

2% 

53% 

29% 

17% 

28 

3% 

68% 

14% 

18% 

42 

5% 

43% 

40% 

17% 

17 

Xiamen 

90 

2% 

67% 

14% 

19% 

8 

1% 

75% 

0% 

25% 

21 

2% 

57% 

14% 

29% 

18 

Fuzhou 

86 

2% 

62% 

17% 

21% 

3 

0% 

100% 

0% 

0% 

7 

1% 

71% 

0% 

29% 

19 

Qingdao 

79 

2% 

62% 

18% 

20% 

26 

3% 

77% 

19% 

4% 

18 

2% 

83% 

11% 

6% 

20 

Dalian 

67 

2% 

66% 

22% 

12% 

13 

1% 

77% 

23% 

0% 

8 

1% 

88% 

13% 

0% 

21 

Kunming 

63 

1% 

38% 

35% 

27% 

15 

2% 

47% 

47% 

7% 

12 

1% 

42% 

42% 

17% 

22 

Jinan 

58 

1% 

48% 

16% 

36% 

15 

2% 

67% 

33% 

0% 

14 

2% 

57% 

36% 

7% 

23 

Hefei 

53 

1% 

51% 

30% 

19% 

9 

1% 

33% 

67% 

0% 

5 

1% 

40% 

60% 

0% 

24 

Guiyang 

49 

1% 

31% 

37% 

33% 

2 

0% 

0% 

50% 

50% 

20 

2% 

20% 

50% 

30% 

25 

Shenyang 

47 

1% 

45% 

43% 

13% 

11 

1% 

64% 

36% 

0% 

6 

1% 

67% 

17% 

17% 

26 

Changzhou 

45 

1% 

47% 

42% 

11% 

14 

1% 

86% 

14% 

0% 

3 

0% 

100% 

0% 

0% 

27 

Nanchang 

44 

1% 

45% 

30% 

25% 

15 

2% 

47% 

33% 

20% 

11 

1% 

27% 

55% 

18% 

28 

Wenzhou 

40 

1% 

38% 

28% 

35% 

11 

1% 

64% 

27% 

9% 

1 

0% 

0% 

100% 

0% 

29 

Quanzhou 

40 

1% 

20% 

58% 

23% 






3 

0% 

33% 

67% 

0% 

30 

Shijiazhuang 

36 

1% 

47% 

42% 

11% 

18 

2% 

61% 

39% 

0% 

9 

1% 

44% 

56% 

0% 

31 

Foshan 

36 

1% 

61% 

25% 

14% 

2 

0% 

100% 

0% 

0% 

11 

1% 

45% 

45% 

9% 

32 

Dongguan 

32 

1% 

56% 

22% 

22% 

5 

1% 

40% 

60% 

0% 

6 

1% 

50% 

50% 

0% 

33 

Taiyuan 

29 

1% 

41% 

38% 

21% 

1 

0% 

100% 

0% 

0% 

8 

1% 

63% 

38% 

0% 

34 

Shaoxing 

29 

1% 

34% 

45% 

21% 






2 

0% 

0% 

100% 

0% 

35 

Zhuhai 

29 

1% 

34% 

21% 

45% 

5 

1% 

40% 

60% 

0% 

14 

2% 

79% 

21% 

0% 

36 

Nanning 

26 

1% 

27% 

46% 

27% 











37 

Zhenjiang 

25 

1% 

32% 

44% 

24% 

6 

1% 

33% 

67% 

0% 

3 

0% 

67% 

33% 

0% 

38 

Yangzhou 

25 

1% 

24% 

52% 

24% 

13 

1% 

31% 

69% 

0% 

2 

0% 

0% 

100% 

0% 

39 

Nantong 

25 

1% 

48% 

48% 

4% 

14 

1% 

64% 

36% 

0% 

- 

0% 




40 

Zhongshan 

18 

0% 

33% 

39% 

28% 

2 

0% 

0% 

100% 

0% 

10 

1% 

0% 

50% 

50% 

41 

Harbin 

16 

0% 

31% 

63% 

6% 

10 

1% 

30% 

70% 

0% 

3 

0% 

33% 

67% 

0% 

42 

Jiaxing 

16 

0% 

25% 

63% 

13% 











43 

Haikou 

14 

0% 

21% 

36% 

43% 











44 

Lanzhou 

13 

0% 

31% 

69% 

0% 











45 

Xianyang 

6 

0% 

33% 

33% 

33% 











46 

Xiangyang 

4 

0% 

0% 

100% 

0% 











47 

Baoji 

4 

0% 

75% 

25% 

0% 











48 

Zhuzhou 

4 

0% 

25% 

75% 

0% 











49 

Ganzhou 

2 

0% 

0% 

50% 

50% 











50 

Jinzhong 

2 

0% 

50% 

50% 

0% 











51 

Xiangtan 

2 

0% 

0% 

100% 

0% 











52 

Zibo 

1 

0% 

0% 

0% 

100% 











53 

Weifang 

1 

0% 

0% 

0% 

100% 












Total 

4,409 

100% 

56% 

26% 

18% 

981 

100% 

60% 

27% 

13% 

851 

100% 

55% 

25% 

19% 


Source: Luckin APP, Offline footage tracking 



Opened in or before 
May-19 

Opened in 
Jun-19 

Opened in 
Jul-19 

Opened in 
Aug-19 

Opened in 
Sep-19 

Opened in 
Oct-19 

Opened in 
Nov-19 

Opened in 1 
Dec-19 1 

Luckin's directly-operated stores 

59% 

6% 

5% 

4% 

8% 

3% 

6% 

10% 

Visited store days (successful) 

77% 

5% 

4% 

3% 

6% 

2% 

3% 

0% 

Weekday 

77% 

5% 

4% 

3% 

6% 

2% 

3% 

0% 

Weekend 

78% 

6% 

4% 

2% 

5% 

2% 

2% 

0% 

Visited store days (failed) 

76% 

5% 

5% 

3% 

7% 

1% 

4% 

0% 


Source: Luckin APP tracking 
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Below is the calculation of national average number of orders per store per day using the results of our 981 store-days’ tracking, 
arriving at 230. Multiply it by Items per order 1.14, we get the number of items per store per day of 263 . The Items per order 
assumption is generous already, and details are presented in Smoking Gun Evidence 2 below. 


Luckin number of items per store per day calculation 


The store-days tracked 

No. of Store-days tracked 

Average orders/store/day 

Note 

Weekday 

572 

251.2 

a 

Weekend 

409 

199.4 

b 

All the directly-operated stores of Luckin 

Average weekday operating days per week 


5.00 

c 

Average weekend operating days per week 


1.79 

d 

Implied national average 

7-day w eekly average orders/store/day 


230 

e = (a*c+b*d)/7 

Items/order 


1.14 

f (Details in Evidence #2) 

7-day w eekly average items/store/d ay 


263 

g = e*f 


Source: Offline footage tracking 


Below is the full result of our 981 store-days. We have 11,260 hours of recorded store traffic data to back this up. Since there are 8 
internal surveillance cameras in each of Luckin’s stores covering it with no blind angle ( Link) , investors/auditors can ask the 
Company to provide surveillance videos and sample them randomly to check against reported order numbers. 
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# 

Store ID 

City 

Store Name 

Location 

Week day 
order count 

Day 

Hours 

Weekend Day 
order count 

Day 

Hours 

Operating days 1 
on Weekends E 

1 

No.0002 

Shanghai 


Office 

395 

Thu 

13.0 




2 

2 

No.0021 

Beijing 

mmmfc 

Office 

594 

Mon 

13.0 

159 

Sat 

10.0 

2 

3 

No.0022 

Beijing 


Residential 

232 

Thu 

13.0 

150 

Sun 

10.0 

2 

4 

No.0023 

Beijing 

1+1 ±1116 

Office 

325 

Tue 

10.0 




2 

5 

No.0031 

Shanghai 


Office 

329 

Tue 

13.0 

34 

PH 

10.0 

2 

6 

No.0034 

Beijing 


Office 

163 

Thu 

11.0 




1 

7 

No.0035 

Beijing 


Office 

360 

Mon 

13.0 




2 

8 

No.0037 

Beijing 

bi 

Office 

416 

Fri 

13.0 

220 

PH 

10.0 

2 

9 

No.0041 

Beijing 

il'J'IWftJS 

Office 

388 

Fri 

13.0 

340 

Sun 

11.5 

2 

10 

No.0042 

Beijing 

®}PjSOHO-AJ^Jfi 

Office 

175 

Thu 

11.0 

78 

PH 

10.0 

2 

11 

No.0049 

Beijing 


Office 

310 

Thu 

13.0 

140 

Sun 

12.0 

2 

12 

No.0051 

Beijing 


Office 

259 

Tue 

12.5 

226 

Sun 

10.0 

2 

13 

No.0053 

Guangzhou 


Office 

526 

Thu 

13.0 

197 

PH 

11.0 

2 

14 

No.0057 

Beijing 


School 

123 

Tue 

10.0 

170 

Sat 

10.0 

2 

15 

No.0058 

Shanghai 

$«SOHOjS 

Office 

508 

Mon 

13.0 

229 

PH 

10.0 

2 

16 

No.0060 

Shanghai 


Mall 

257 

Wed 

13.0 

129 

Sun 

10.0 

2 

17 

No.0061 

Shanghai 


Office 

142 

Mon 

10.0 




- 

18 

No.0063 

Shanghai 

^LljSOHOj* 

Office 




208 

Sat 

11.5 

2 

19 

No.0064 

Shanghai 

a ummis 

Office 

235 

Mon 

12.5 

38 

Sat 

9.5 

1 

20 

No.0065 

Shanghai 

*I*J*J£ 

Office 

377 

Mon 

10.0 

245 

Sun 

10.0 

2 

21 

No.0067 

Shanghai 


Mall 

289 

Tue 

13.0 

307 

Sat 

12.0 

2 

22 

No.0068 

Shanghai 


Office 

280 

Tue 

13.0 

63 

Sat 

10.0 

2 

23 

No.0070 

Shanghai 


Office 

292 

Fri 

13.0 




1 

24 

No.0071 

Shanghai 

*M¥m£ 

Office 

293 

Fri 

13.0 

192 

Sun 

12.0 

2 

25 

No.0072 

Shanghai 


Office 

540 

Tue 

13.0 

135 

Sun 

10.0 

2 

26 

No.0073 

Shanghai 

±mmi* 

Mall 

269 

Fri 

13.0 




2 

27 

No.0074 

Shanghai 


Office 

469 

Thu 

13.0 

454 

PH 

12.0 

2 

28 

No.0075 

Shanghai 

t*6 Bicttrmis 

Office 

565 

Wed 

13.0 

465 

Sun 

10.0 

2 

29 

No.0076 

Shanghai 


Office 

244 

Tue 

13.0 

171 

Sat 

10.0 

2 

30 

No.0077 

Shanghai 


Office 

226 

Thu 

13.0 

159 

Sat 

10.0 

2 

31 

No.0078 

Shanghai 


Office 

704 

Mon 

13.0 

224 

Sat 

10.0 

2 

32 

No.0079 

Shanghai 

tmxms 

Office 

340 

Mon 

13.0 

241 

Sat 

10.0 

2 

33 

No.0081 

Shanghai 

/D^PIP^Wi 

Office 

158 

Tue 

10.0 

81 

Sun 

8.0 

2 

34 

No.0082 

Shanghai 


Residential 

356 

Wed 

13.0 




2 

35 

No.0083 

Shanghai 

IxlUW'l^ 

Office 

330 

Tue 

13.0 




2 

36 

No.0089 

Chengdu 


Mall 




335 

Sat 

13.0 

2 

37 

No.0091 

Shanghai 


Mall 

251 

Fri 

13.0 

139 

Sun 

10.0 

2 

38 

No.0092 

Beijing 

JfcfWSWSJE 

School 

492 

Tue 

12.5 

324 

Sat 

12.5 

2 

39 

No.0097 

Chengdu 


Office 

1,155 

Thu 

14.0 

938 

Sat 

13.0 

2 

40 

No.0098 

Chengdu 


Hotel 

231 

Fri 

13.0 

150 

Sun 

12.0 

2 

41 

No.0101 

Tianjin 


Transportation 

312 

Fri 

13.0 




2 

42 

No.0103 

Nanjing 


Office 

213 

Wed 

13.0 

74 

Sat 

12.0 

2 

43 

No.0108 

Xiamen 


Office 




152 

Sat 

10.0 

2 

44 

No.0110 

Chongqing 


Office 

159 

Fri 

11.0 

116 

PH 

11.0 

2 

45 

No.0112 

Nanjing 


Office 

216 

Thu 

13.0 




2 

46 

No.0115 

Shanghai 


Office 

206 

Tue 

11.0 




1 

47 

No.0116 

Guangzhou 


Office 

140 

Tue 

11.0 

113 

Sat 

10.0 

1 

48 

No.0120 

Shenzhen 


Office 

308 

Tue 

13.0 

69 

Sat 

10.0 

2 

49 

No.0121 

Xiamen 


Office 

271 

Mon 

13.0 




2 

50 

No.0128 

Chongqing 

SFCfeWs^JE 

Office 

302 

Thu 

13.0 

142 

Sun 

12.5 

2 

51 

No.0132 

Shanghai 


Office 

278 

Tue 

12.0 

177 

Sun 

10.5 

2 

52 

No.0138 

Chengdu 


Office 

243 

Fri 

11.0 




2 

53 

No.0139 

Chengdu 


Residential 

351 

Thu 

12.5 

268 

Sat 

12.0 

2 

54 

No.0147 

Nanjing 


Office 

200 

Tue 

11.0 

94 

Sat 

10.0 

2 

55 

No.0151 

Tianjin 


Office 

273 

Thu 

13.0 

146 

Sun 

10.0 

2 

56 

No.0162 

Shenzhen 


Office 

514 

Wed 

13.0 




2 

57 

No.0169 

Shenzhen 

ZffiSmXMS 

Office 

156 

Thu 

10.5 




1 

58 

No.0170 

Chongqing 


Office 

191 

Thu 

10.5 

52 

Sat 

10.0 

1 

59 

No.0171 

Guangzhou 

E33DS 

Mall 

425 

Thu 

13.5 




2 

60 

No.0172 

Chengdu 

p PIM1 rai l= l =l 7 

Mall 

455 

Thu 

13.0 

230 

Sun 

10.0 

2 

61 

No.0176 

Nanjing 


Office 

244 

Fri 

13.0 




2 

62 

No.0177 

Nanjing 


Office 

47 

Fri 

11.0 

36 

Sat 

10.0 

1 

63 

No.0178 

Beijing 


Office 

179 

Fri 

13.0 

32 

PH 

10.0 

2 

64 

No.0180 

Xiamen 


Office 

96 

Fri 

11.0 

108 

Sat 

10.0 

2 

65 

No.0181 

Beijing 


Office 

139 

Wed 

11.0 




1 

66 

No.0184 

Shanghai 


Office 

746 

Fri 

13.0 

456 

Sat 

12.0 

2 

67 

No.0187 

Shenzhen 


Office 

82 

Tue 

11.0 

67 

Sat 

10.0 

1 

68 

No.0191 

Tianjin 


Office 

188 

Wed 

13.0 

143 

Sat 

10.0 

2 

69 

No.0192 

Tianjin 

mmmmtmis 

Office 

269 

Thu 

13.0 




2 

70 

No.0198 

Shenzhen 


Office 

304 

Fri 

13.0 

212 

Sat 

12.5 

2 

71 

No.0202 

Shanghai 

}msp^r« 

Office 

348 

Tue 

13.0 

64 

PH 

10.0 

2 

72 

No.0206 

Chongqing 


Office 

148 

Fri 

11.0 

59 

Sat 

10.0 

1 

73 

No.0208 

Hangzhou 


Office 

235 

Fri 

14.0 

223 

Sun 

13.0 

2 

74 

No.0210 

Chengdu 

xsmztmi* 

Office 

176 

Wed 

10.5 




1 

75 

No.0211 

Shenzhen 

PI 

Office 




162 

Sat 

10.0 

2 

76 

No.0212 

Jinan 


Office 

213 

Wed 

11.0 




2 

77 

No.0219 

Guangzhou 


Office 

252 

Tue 

11.0 

72 

Sat 

10.0 

1 

78 

No.0223 

Chengdu 

m&zwj* 

Office 

278 

Wed 

10.5 

135 

Sat 

10.0 

1 


Note: PH: Public Holiday 
Source: Offline footage tracking 
7 





# 

Store ID 

City 

Store Name 

Location 

Week day 
order count 

Day 

Hours 

Weekend Day 
order count 

Day 

Hours 

Operating days 1 
on Weekends E 

79 

No.0227 

Guangzhou 

M*n%m 

Office 

853 

Wed 

14.0 




2 

80 

No.0231 

Wuhan 


Office 

363 

Mon 

13.0 




2 

81 

No.0234 

Shanghai 

^mmxiws 

Office 

466 

Mon 

10.5 

98 

Sun 

10.0 

2 

82 

No.0235 

Shenzhen 


Office 

488 

Fri 

13.0 




2 

83 

No.0236 

Shenzhen 


Office 

196 

Mon 

12.5 

75 

PH 

10.0 

2 

84 

No.0237 

Shenzhen 

IHAiMlfi 

Office 

266 

Thu 

10.5 

86 

Sat 

10.0 

1 

85 

No.0238 

Shenzhen 


Office 

495 

Tue 

13.0 




2 

86 

No.0239 

Shenzhen 

mzxm 

Office 

336 

Thu 

11.0 

124 

Sun 

10.0 

2 

87 

No.0244 

Beijing 


Mall 

172 

Thu 

11.0 

271 

PH 

11.0 

2 

88 

No.0247 

Shenzhen 


Office 

266 

Tue 

12.5 

116 

Sat 

10.0 

1 

89 

No.0256 

Beijing 


Office 

165 

Tue 

10.5 




2 

90 

No.0265 

Beijing 


Office 

121 

Fri 

13.0 

192 

Sun 

10.5 

2 

91 

No.0268 

Beijing 


Mall 

481 

Tue 

12.0 

343 

PH 

12.0 

2 

92 

No.0274 

Beijing 


Office 

180 

Tue 

11.0 

66 

Sat 

10.0 

1 

93 

No.0284 

Nanjing 


Mall 

315 

Fri 

13.0 

460 

Sat 

12.0 

2 

94 

No.0285 

Shanghai 

mmrm 

Mall 

372 

Thu 

10.0 

443 

Sun 

10.0 

2 

95 

No.0286 

Shanghai 


Mall 

288 

Wed 

9.5 




2 

96 

No.0287 

Nanjing 

J6$xnsis 

Office 

57 

Fri 

11.0 

35 

Sat 

10.0 

1 

97 

No.0308 

Chongqing 


Office 

433 

Thu 

13.0 

128 

Sun 

10.0 

2 

98 

No.0313 

Tianjin 

ipijtup^is 

Office 

163 

Thu 

9.0 

60 

Sat 

9.0 

1 

99 

No.0317 

Guangzhou 

riijmAJSIld! 

Office 

412 

Thu 

13.0 

168 

PH 

12.0 

2 

100 

No.0321 

Guangzhou 


Office 

373 

Wed 

13.0 




2 

101 

No.0325 

Guangzhou 


Office 

71 

Fri 

11.0 

90 

Sat 

10.0 

1 

102 

No.0326 

Guangzhou 

[M] 

Office 

531 

Tue 

13.0 

194 

Sat 

10.0 

2 

103 

No.0337 

Tianjin 


Office 

266 

Mon 

13.0 

174 

Sat 

10.0 

2 

104 

No.0338 

Beijing 

iia+'frjE 

Mall 

207 

Fri 

11.0 

131 

Sun 

11.0 

2 

105 

No.0349 

Chengdu 


Office 

64 

Mon 

10.5 




1 

106 

No.0355 

Wuhan 

lEmim 

Office 

188 

Fri 

12.5 

128 

Sun 

10.0 

2 

107 

No.0361 

Tianjin 

mmxmis 

Office 

146 

Wed 

11.0 

78 

Sat 

10.0 

2 

108 

No.0366 

Shenzhen 

iW 

Office 

332 

Wed 

13.0 

80 

Sun 

10.0 

2 

109 

No.0369 

Wuhan 

XBBAmJS 

Office 

421 

Wed 

13.0 

457 

PH 

12.5 

2 

110 

No.0386 

Jinan 

A-mms 

Office 

129 

Mon 

11.0 




2 

111 

No.0390 

Chengdu 

fijtt t^rm 

Office 

103 

Wed 

10.5 




1 

112 

No.0391 

Fuzhou 


Office 

304 

Fri 

13.0 




2 

113 

No.0394 

Nanjing 

pp tisRXtfziIfi 

Mall 

137 

Thu 

11.5 




2 

114 

No.0407 

Shanghai 

rndmurm 

Office 

633 

Thu 

12.5 

101 

Sun 

12.0 

2 

115 

No.0411 

Chengdu 


Office 

204 

Thu 

13.0 




2 

116 

No.0427 

Wuhan 


Mall 

215 

Thu 

11.5 




2 

117 

No.0452 

Beijing 


Residential 

442 

Thu 

10.5 




2 

118 

No.0467 

Shanghai 


Office 

176 

Tue 

11.0 

216 

Sat 

10.0 

2 

119 

No.0477 

Chongqing 


Office 

138 

Mon 

11.0 




1 

120 

No.0485 

Beijing 


Mall 

252 

Tue 

11.0 

287 

PH 

11.0 

2 

121 

No.0505 

Tianjin 


Mall 

298 

Mon 

12.5 




2 

122 

No.0508 

Beijing 

mmxmi* 

Transportation 

413 

Thu 

13.0 

307 

PH 

12.0 

2 

123 

No.0509 

Chongqing 


Office 

371 

Tue 

13.0 

120 

PH 

10.0 

2 

124 

No.0512 

Nanjing 


Office 

258 

Tue 

13.0 

145 

Sat 

12.0 

2 

125 

No.0516 

Beijing 


Hotel 




107 

Sun 

10.0 

2 

126 

No.0520 

Chongqing 

&JMARCJ* 

Office 

221 

Tue 

13.0 

202 

PH 

10.0 

2 

127 

No.0522 

Guangzhou 


Office 

444 

Mon 

13.0 

164 

PH 

13.0 

2 

128 

No.0533 

Nanjing 


Office 




162 

Sat 

12.0 

2 

129 

No.0546 

Tianjin 

mmmis 

Office 

68 

Mon 

11.0 

32 

Sat 

10.0 

2 

130 

No.0553 

Shanghai 


Mall 

335 

Fri 

11.0 

555 

Sun 

11.0 

2 

131 

No.0559 

Shenzhen 


Mall 

404 

Mon 

12.0 

507 

Sat 

12.0 

2 

132 

No.0578 

Shenzhen 


Mall 

350 

Fri 

13.0 

189 

Sat 

10.0 

2 

133 

No.0582 

Shenzhen 


Office 

312 

Thu 

13.0 

49 

Sun 

10.0 

2 

134 

No.0583 

Shenzhen 

mmmfc 

Office 

242 

Thu 

13.0 

143 

Sun 

11.0 

2 

135 

No.0592 

Beijing 


Office 

294 

Wed 

13.0 




2 

136 

No.0596 

Chongqing 


Residential 

357 

Fri 

13.0 




2 

137 

No.0601 

Chongqing 


Office 

411 

Tue 

12.5 

399 

Sun 

11.0 

2 

138 

No.0607 

Beijing 

MAMJ* 

Mall 

208 

Mon 

13.0 

94 

Sat 

10.0 

2 

139 

No.0612 

Chengdu 


Office 

371 

Fri 

11.0 




2 

140 

No.0627 

Beijing 


Office 

303 

Fri 

11.0 

256 

Sat 

10.0 

2 

141 

No.0629 

Chongqing 


Office 

196 

Wed 

11.0 




2 

142 

No.0631 

Beijing 


Office 

535 

Thu 

11.5 

244 

Sat 

10.0 

2 

143 

No.0632 

Wuhan 


Office 

272 

Fri 

13.0 

221 

Sat 

10.0 

2 

144 

No.0648 

Shanghai 

MJJiCmXMIS 

Office 

244 

Thu 

13.0 

98 

Sat 

10.0 

2 

145 

No.0672 

Wuhan 

pi P/j\^^ |= |- 17 

Mall 

357 

Mon 

13.5 

384 

Sat 

14.0 

2 

146 

No.0675 

Shenzhen 

tmmmxmm 

Office 

289 

Fri 

13.0 




2 

147 

No.0676 

Shenzhen 


Office 

350 

Wed 

13.0 

67 

PH 

10.0 

2 

148 

No.0681 

Wuhan 


Office 

108 

Thu 

10.5 

66 

Sat 

10.0 

1 

149 

No.0688 

Beijing 


Residential 

769 

Mon 

13.0 

212 

Sun 

10.0 

2 

150 

No.0703 

Jinan 


Mall 

47 

Tue 

10.5 

80 

Sat 

10.0 

2 

151 

No.0711 

Beijing 


Office 




234 

Sat 

10.0 

2 

152 

No.0743 

Guangzhou 


Office 

386 

Tue 

13.0 

155 

Sat 

10.0 

2 

153 

No.0745 

Hangzhou 


Office 

196 

Wed 

13.0 

136 

Sat 

10.0 

2 

154 

No.0752 

Fuzhou 

SO AMlfi 

Office 

178 

Fri 

13.0 

120 

Sat 

10.0 

2 

155 

No.0772 

Wuhan 

T^KIIjfi 

Mall 

454 

Mon 

11.5 




2 

156 

No.0773 

Beijing 


Hotel 




276 

Sun 

10.5 

2 


Note: PH: Public Holiday 
Source: Offline footage tracking 





Store ID 

City 

Store Name 

Location 

Week day 
order count 

Day 

Hours 

Weekend Day 
order count 

Day 

Hours 

Operating days 1 
on Weekends j 

157 

No.0808 

Chongqing 


Mall 

423 

Tue 

13.0 

286 

Sun 

10.0 

2 

158 

No.0833 

Guangzhou 

zrrm 

Office 

295 

Tue 

13.0 

378 

Sat 

12.0 

2 

159 

No.0837 

Shanghai 


Residential 

366 

Thu 

13.0 

238 

Sat 

12.0 

2 

160 

No.0839 

Guangzhou 

SifttW 

Office 

156 

Mon 

11.0 

59 

Sat 

10.0 

1 

161 

No.0843 

Beijing 


Mall 

201 

Thu 

11.0 




2 

162 

No.0847 

Shenzhen 


Office 

304 

Mon 

13.0 

74 

PH 

10.0 

2 

163 

No.0851 

Chengdu 

mtgrtm 

Office 

246 

Thu 

10.0 

264 

Sat 

9.0 

2 

164 

No.0853 

Hangzhou 

itrnmis 

Office 

398 

Tue 

15.0 




2 

165 

No.0861 

Chengdu 

we 

Office 

253 

Thu 

10.5 

161 

Sat 

8.5 

2 

166 

No.0866 

Beijing 


Office 

428 

Fri 

10.5 




- 

167 

No.0880 

Beijing 

M^JW§MALU£ 

Mall 

294 

Mon 

11.5 




2 

168 

No.0912 

Chengdu 

mmmjs 

Office 

241 

Fri 

11.0 

198 

Sun 

10.0 

2 

169 

No.0916 

Guangzhou 

iomsaajs 

Office 

269 

Mon 

13.0 

131 

Sun 

10.0 

2 

170 

No.0923 

Jinan 

fteBtttrs/s 

Office 

210 

Tue 

11.0 

90 

Sat 

10.0 

1 

171 

No.0924 

Wuhan 


Office 

107 

Wed 

11.0 




2 

172 

No.0927 

Chongqing 


Residential 

548 

Mon 

14.0 




2 

173 

No.0931 

Beijing 


Mall 

136 

Fri 

11.5 

48 

PH 

12.5 

2 

174 

No.0939 

Beijing 


School 

252 

Tue 

11.0 

181 

Sat 

11.0 

2 

175 

No.0940 

Tianjin 

rasnsjs 

Office 

184 

Fri 

10.0 




2 

176 

No.0944 

Guangzhou 


Hotel 

202 

Tue 

11.5 

75 

PH 

8.0 

2 

177 

No.0947 

Beijing 

mmpMmis 

Residential 

208 

Wed 

13.0 

205 

Sun 

12.0 

2 

178 

No.0950 

Wuhan 

mere 

Office 

182 

Wed 

10.5 




2 

179 

No.0957 

Chongqing 


Mall 

271 

Mon 

12.0 

242 

PH 

11.5 

2 

180 

No.0964 

Tianjin 


Office 

115 

Tue 

11.0 




1 

181 

No.0966 

Shenzhen 


Office 

554 

Fri 

13.0 

435 

Sat 

11.0 

2 

182 

No.0973 

Beijing 


Mall 

380 

Fri 

12.0 

570 

Sat 

11.5 

2 

183 

No.0976 

Chongqing 


Office 

58 

Tue 

10.5 

31 

Sat 

10.0 

1 

184 

No.0983 

Shanghai 

±*ni mi* 

School 




206 

PH 

11.5 

2 

185 

No.0987 

Shenzhen 

mm rm 

Mall 

343 

Fri 

12.0 




2 

186 

No.0995 

Guangzhou 


Office 

225 

Wed 

10.5 

135 

Sat 

8.0 

2 

187 

No.1001 

Beijing 


Office 

213 

Fri 

11.0 

35 

Sat 

10.0 

1 

188 

No.1013 

Chongqing 


Office 

240 

Fri 

12.0 

205 

Sun 

12.0 

2 

189 

No.1021 

Jinan 


Office 

154 

Mon 

11.0 




2 

190 

No.1023 

Chongqing 


Office 

101 

Mon 

11.0 

116 

Sat 

10.0 

1 

191 

No. 1044 

Shanghai 

ais-aus 

Transportation 

552 

Fri 

13.0 

613 

Sat 

13.0 

2 

192 

No.1046 

Shanghai 

SlWSHBiJSS 

Hotel 

186 

Fri 

13.0 

141 

Sun 

10.0 

2 

193 

No.1053 

Guangzhou 


School 

456 

Tue 

13.0 

431 

PH 

12.0 

2 

194 

No.1058 

Beijing 

mxxmis 

Office 

621 

Wed 

13.0 

453 

Sat 

12.5 

2 

195 

No.1062 

Chongqing 


School 

581 

Mon 

14.0 

792 

Sat 

13.5 

2 

196 

No.1066 

Chongqing 


Hotel 

244 

Wed 

11.0 




2 

197 

No.1069 

Shanghai 


Office 




192 

Sat 

10.0 

2 

198 

No.1070 

Nanjing 

SiaSfEJSS 

Hotel 

293 

Thu 

13.0 

206 

Sun 

10.0 

2 

199 

No.1075 

Nanjing 


Office 

166 

Wed 

10.5 

121 

Sat 

10.0 

1 

200 

No.1078 

Nanjing 

aansjs 

Mall 

294 

Mon 

11.0 

508 

Sat 

11.0 

2 

201 

No.1090 

Chengdu 


Mall 

533 

Fri 

11.0 

637 

Sun 

11.0 

2 

202 

No.1100 

Xi'an 


Residential 

237 

Thu 

12.5 




1 

203 

No.1109 

Beijing 


Office 




343 

Sun 

11.0 

2 

204 

No.1117 

Beijing 


Mall 




590 

PH 

11.0 

2 

205 

No.1126 

Shanghai 

iLimmis 

School 

308 

Mon 

10.5 

58 

PH 

7.0 

2 

206 

No.1128 

Hangzhou 


Office 

222 

Tue 

13.0 

187 

Sun 

11.0 

2 

207 

No.1136 

Xi'an 


Office 

160 

Thu 

11.0 




1 

208 

No.1142 

Beijing 


Residential 

253 

Tue 

13.0 

162 

Sun 

11.0 

2 

209 

No.1146 

Xi'an 


Office 

249 

Thu 

12.5 




1 

210 

No.1147 

Chengdu 


Office 

210 

Thu 

9.5 

103 

Sat 

6.5 

2 

211 

No.1163 

Shenzhen 


Office 

126 

Thu 

10.5 

121 

Sat 

10.0 

2 

212 

No.1169 

Nanjing 


Office 

210 

Fri 

13.0 




2 

213 

No.1170 

Tianjin 

iom&i&rm 

Mall 

156 

Fri 

11.0 

65 

Sat 

11.0 

2 

214 

No.1176 

Beijing 

mktmi* 

Office 




179 

Sun 

10.0 

2 

215 

No.1179 

Shanghai 


Office 




456 

Sat 

11.0 

2 

216 

No.1181 

Beijing 

mxsmi* 

Mall 

609 

Fri 

11.0 

667 

Sun 

11.0 

2 

217 

No.1189 

Shenzhen 


Office 

192 

Fri 

13.0 




2 

218 

No.1195 

Beijing 


Office 

236 

Tue 

10.5 

65 

PH 

10.0 

2 

219 

No.1199 

Chongqing 

mmmfc 

Office 

332 

Mon 

13.0 




2 

220 

No.1201 

Shanghai 


Office 

394 

Thu 

13.0 

191 

Sun 

10.5 

2 

221 

No.1212 

Guangzhou 


Residential 

305 

Thu 

13.0 

242 

Sat 

10.0 

2 

222 

No.1217 

Beijing 


Mall 

378 

Mon 

13.0 




2 

223 

No.1221 

Xi'an 

/ IZ 4 ^ 1 L'ldf 

Office 

233 

Fri 

13.0 

27 

Sat 

10.0 

2 

224 

No.1222 

Tianjin 

msds 

Mall 

252 

Thu 

11.5 

329 

Sun 

11.5 

2 

225 

No.1226 

Tianjin 


Residential 

232 

Fri 

13.0 




2 

226 

No. 1234 

Changsha 


Office 

168 

Tue 

11.0 




1 

227 

No. 1240 

Tianjin 


Office 

233 

Mon 

13.0 

120 

Sun 

10.0 

2 

228 

No. 1242 

Chengdu 


Hotel 

331 

Fri 

13.0 

163 

Sat 

10.0 

2 

229 

No. 1249 

Guangzhou 


Office 




213 

Sat 

10.0 

2 

230 

No. 1254 

Ningbo 

O^UPtI* 

Office 

198 

Mon 

13.0 

48 

Sat 

10.0 

2 

231 

No. 1257 

Xi'an 


Office 

368 

Mon 

13.5 

193 

Sun 

10.0 

2 

232 

No.1258 

Chengdu 


Office 

309 

Fri 

13.0 

165 

Sun 

10.0 

2 

233 

No.1268 

Beijing 

f^RjSOHO-Dj® 

Office 

221 

Tue 

10.5 




1 

234 

No.1271 

Zhengzhou 


Office 

121 

Tue 

11.0 

82 

Sat 

10.0 

1 


Note: PH: Public Holiday 
Source: Offline footage tracking 
9 





Store ID 

City 

Store Name 

Location 

Week day 
order count 

Day 

Hours 

Weekend Day 
order count 

Day 

Hours 

Operating days 1 
on Weekends 1 

235 

No. 1273 

Xi'an 


Office 

331 

Tue 

13.0 




2 

236 

No. 1276 

Guangzhou 


Office 

230 

Thu 

11.5 

34 

Sat 

8.0 

2 

237 

No. 1298 

Ningbo 

6ySi£i+±]l/£ 

Office 

143 

Wed 

11.0 




1 

238 

No. 1305 

Shanghai 

siseasg/s 

Transportation 

485 

Wed 

13.0 

357 

Sat 

12.5 

2 

239 

No.1314 

Zhengzhou 

SSBBPrW! 

Office 

142 

Thu 

11.0 

80 

Sat 

10.0 

1 

240 

No. 1325 

Changsha 


Mall 

177 

Fri 

11.5 




2 

241 

No. 1326 

Zhengzhou 


Office 

219 

Tue 

12.0 

151 

Sat 

10.0 

2 

242 

No.1328 

Ningbo 

mmmms 

Office 

217 

Fri 

13.0 




2 

243 

No. 1340 

Qingdao 


Office 

137 

Tue 

11.0 

143 

Sun 

10.0 

2 

244 

No. 1342 

Qingdao 


Office 

102 

Mon 

11.0 

75 

Sat 

10.0 

1 

245 

No. 1343 

Zhengzhou 


Office 

309 

Tue 

12.0 

286 

Sat 

12.0 

2 

246 

No. 1345 

Qingdao 


Mall 

378 

Wed 

10.5 

548 

Sun 

10.5 

2 

247 

No. 1349 

Suzhou 


Mall 

168 

Tue 

13.0 

123 

Sun 

13.0 

2 

248 

No. 1350 

Nanjing 


Office 

79 

Wed 

11.0 

46 

Sat 

10.0 

1 

249 

No. 1352 

Guangzhou 


Office 

99 

Mon 

10.0 

53 

Sat 

10.0 

1 

250 

No. 1353 

Beijing 


Mall 




262 

Sat 

11.0 

2 

251 

No. 1354 

Changsha 


Mall 




163 

Sun 

10.0 

2 

252 

No. 1356 

Changsha 

IIKHR/S 

Office 

288 

Wed 

12.0 




2 

253 

No. 1360 

Wuxi 


Office 

152 

Fri 

13.0 

42 

Sun 

10.0 

2 

254 

No. 1364 

Suzhou 


Office 

264 

Wed 

13.0 




2 

255 

No.1371 

Shanghai 


Office 

465 

Fri 

13.0 

94 

Sun 

10.0 

2 

256 

No. 1374 

Guangzhou 


Office 

96 

Fri 

9.5 

85 

Sat 

9.5 

1 

257 

No.1380 

Hangzhou 


Office 




137 

Sat 

10.0 

2 

258 

No.1386 

Ningbo 

5 

a 

>f 

m 

6 

Office 

184 

Tue 

11.0 

83 

Sat 

10.0 

1 

259 

No.1387 

Zhengzhou 

^K^nlM]P7j\ld! 

Office 

50 

Mon 

13.0 

30 

PH 

10.0 

2 

260 

No.1389 

Ningbo 


Office 

101 

Mon 

11.0 

73 

Sat 

10.0 

1 

261 

No.1393 

Suzhou 

^zjsi mi 

Mall 

164 

Mon 

12.0 

387 

Sat 

12.0 

2 

262 

No. 1394 

Shenzhen 

£istS*S±Jll£ 

Office 




55 

Sun 

10.0 

2 

263 

No.1395 

Zhengzhou 


Mall 

307 

Mon 

11.5 




2 

264 

No.1398 

Chongqing 


Office 

215 

Fri 

11.0 




1 

265 

No.1403 

Shanghai 

fij 

Office 

186 

Fri 

13.0 

23 

Sat 

10.0 

1 

266 

No.1406 

Guangzhou 

M+eoiiffi 

Office 

417 

Fri 

13.0 




2 

267 

No.1408 

Tianjin 

INi^rfr^Srtzjjdf 

Mall 

86 

Mon 

11.0 

75 

Sun 

11.5 

2 

268 

No.1412 

Chengdu 


Office 

206 

Fri 

10.5 




1 

269 

No.1425 

Suzhou 


Mall 

103 

Tue 

11.0 

157 

Sun 

10.0 

2 

270 

No.1426 

Changsha 

mm.mrm 

Residential 




261 

Sat 

11.0 

2 

271 

No.1436 

Qingdao 


Office 

123 

Wed 

11.0 

166 

Sat 

11.0 

2 

272 

No. 1440 

Suzhou 

um&srvojs 

Office 

234 

Mon 

13.0 

231 

Sat 

10.0 

2 

273 

No.1456 

Beijing 


Office 

477 

Wed 

11.0 

222 

Sun 

12.5 

2 

274 

No.1468 

Jinan 

nirw 

Mall 

140 

Mon 

10.5 

167 

Sat 

10.0 

2 

275 

No.1469 

Zhengzhou 


Mall 

126 

Thu 

12.5 




1 

276 

No.1470 

Qingdao 


Office 

164 

Tue 

13.0 

86 

Sun 

10.0 

2 

277 

No.1482 

Xi'an 


Hotel 

502 

Fri 

14.0 

370 

Sun 

13.0 

2 

278 

No.1483 

Wuhan 


Office 

129 

Wed 

11.0 




2 

279 

No.1484 

Wuhan 

xnx&iis 

Transportation 

123 

Thu 

13.0 

101 

Sat 

13.0 

2 

280 

No.1488 

Jinan 

kss sMrmis 

Office 

171 

Tue 

13.0 




2 

281 

No.1489 

Chongqing 

sm n&m 

Mall 

191 

Thu 

12.0 

336 

Sat 

12.0 

2 

282 

No.1491 

Tianjin 


Office 

101 

Mon 

10.0 

96 

Sat 

10.0 

2 

283 

No.1499 

Guangzhou 


Office 

228 

Tue 

13.0 

165 

Sat 

10.0 

2 

284 

No.1502 

Chongqing 


Office 

239 

Tue 

10.5 




2 

285 

No.1505 

Chongqing 


Hotel 

135 

Fri 

10.0 




2 

286 

No.1508 

Qingdao 


Office 

129 

Thu 

11.0 




1 

287 

No.1530 

Shanghai 


Office 

375 

Wed 

10.5 

34 

PH 

8.0 

2 

288 

No.1531 

Shanghai 

mmrmi s 

Office 

201 

Fri 

13.0 




1 

289 

No. 1534 

Xi'an 


Office 

68 

Tue 

10.0 

30 

Sat 

10.0 

1 

290 

No. 1538 

Dalian 


Office 

420 

Fri 

13.0 




2 

291 

No.1542 

Dalian 


Office 

72 

Mon 

11.0 




1 

292 

No.1546 

Wuhan 

M7 1 6P]P/i\/5 : 

Residential 




171 

Sat 

10.0 

2 

293 

No.1550 

Wuxi 


Office 

127 

Mon 

11.0 




1 

294 

No.1552 

Xi'an 


Office 

53 

Thu 

10.5 

104 

Sat 

10.0 

1 

295 

No.1553 

Tianjin 


Office 

88 

Wed 

11.0 

86 

Sat 

10.0 

1 

296 

No.1560 

Wuhan 


Mall 

644 

Tue 

14.5 

476 

Sat 

13.5 

2 

297 

No.1562 

Beijing 


Residential 

50 

Mon 

11.0 

34 

Sat 

10.0 

1 

298 

No.1585 

Guangzhou 

mmwE& 

Office 

395 

Tue 

13.0 

252 

Sun 

10.5 

2 

299 

No.1591 

Wuhan 


Office 

347 

Mon 

13.0 

129 

Sun 

11.0 

2 

300 

No.1610 

Beijing 


Office 

395 

Fri 

13.0 

121 

Sat 

10.0 

2 

301 

No.1618 

Tianjin 


Mall 

327 

Mon 

11.0 

497 

Sat 

11.0 

2 

302 

No.1626 

Zhengzhou 

&t\mw rm& 

Office 

47 

Thu 

10.5 




1 

303 

No.1637 

Zhengzhou 


Office 

125 

Thu 

12.0 

196 

Sat 

11.5 

2 

304 

No.1649 

Guangzhou 

rnmnioi* 

Office 

152 

Thu 

11.0 




1 

305 

No.1658 

Chongqing 

ftm&snsjs 

Mall 

254 

Tue 

12.0 

202 

PH 

12.0 

2 

306 

No.1671 

Shanghai 

^MlbaseJS 

Hotel 

229 

Tue 

11.0 

117 

Sat 

10.0 

1 

307 

No.1675 

Shanghai 


Office 

380 

Tue 

13.0 




2 

308 

No.1692 

Nanjing 

mirmis 

Mall 




305 

Sat 

12.0 

2 

309 

No.1696 

Wuxi 

HS § P/J\^ 1 OldS 

Hotel 

202 

Wed 

13.0 

119 

Sat 

10.0 

2 

310 

No.1697 

Suzhou 


Office 

163 

Tue 

11.0 

84 

Sun 

10.0 

2 

311 

No.1701 

Shanghai 


Office 

500 

Thu 

14.0 




2 

312 

No.1704 

Qingdao 


Office 

217 

Thu 

12.5 

221 

Sun 

10.0 

2 


Note: PH: Public Holiday 
Source: Offline footage tracking 
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# 

Store ID 

City 

Store Name 

Location 

Week day 
order count 

Day 

Hours 

Weekend Day 
order count 

Day 

Hours 

Operating days 1 
on Weekends I 

313 

No.1706 

Suzhou 


Residential 

152 

Wed 

13.0 

147 

Sat 

10.0 

2 

314 

No.1710 

Xi'an 


Office 

251 

Tue 

13.0 

122 

Sun 

10.0 

2 

315 

No.1715 

Qingdao 


Mall 

85 

Tue 

9.0 




2 

316 

No.1723 

Shenzhen 


Mall 

443 

Wed 

10.5 

410 

Sun 

11.5 

2 

317 

No.1738 

Shanghai 


Office 

351 

Mon 

13.0 




2 

318 

No.1748 

Wuhan 


School 

476 

Mon 

13.0 

379 

PH 

10.5 

2 

319 

No.1754 

Wuxi 


Office 




182 

Sun 

10.0 

2 

320 

No.1760 

Beijing 


Transportation 

308 

Wed 

13.0 

257 

Sat 

10.5 

2 

321 

No.1763 

Dalian 


Office 

58 

Mon 

11.0 




1 

322 

No.1770 

Shenzhen 


Transportation 

126 

Tue 

11.0 

208 

Sat 

12.0 

2 

323 

No.1788 

Ningbo 


Office 

102 

Tue 

11.0 

59 

Sat 

9.5 

1 

324 

No. 1794 

Beijing 


Office 

372 

Thu 

11.0 

237 

Sun 

10.0 

2 

325 

No.1802 

Hangzhou 


Office 

188 

Wed 

11.0 




2 

326 

No.1803 

Shanghai 

base±^ft?t±lx^}Plifi 

Hotel 

176 

Thu 

11.0 




2 

327 

No.1812 

Qingdao 


Office 

220 

Wed 

13.0 

102 

Sun 

10.0 

2 

328 

No.1831 

Changsha 


Office 

223 

Tue 

12.0 

131 

Sun 

10.0 

2 

329 

No.1842 

Beijing 

stxsfEjreffiis 

Mall 

385 

Tue 

10.0 

492 

Sat 

10.0 

2 

330 

No.1845 

Xi'an 


Office 

188 

Fri 

13.0 

118 

Sun 

10.0 

2 

331 

No.1851 

Tianjin 


Mall 

177 

Fri 

11.0 

174 

Sat 

11.0 

2 

332 

No.1861 

Zhengzhou 


Office 

253 

Wed 

13.0 




2 

333 

No.1863 

Suzhou 


Mall 

201 

Wed 

14.0 

580 

Sun 

13.5 

2 

334 

No.1869 

Xi'an 


Mall 

215 

Fri 

12.0 

249 

PH 

12.0 

2 

335 

No. 1877 

Suzhou 


Office 

247 

Tue 

13.0 

131 

Sun 

10.0 

2 

336 

No.1887 

Shanghai 

*#iip 

Office 

206 

Wed 

12.0 

169 

Sat 

12.0 

2 

337 

No.1892 

Xi'an 


Mall 

155 

Tue 

12.0 

170 

Sun 

12.0 

2 

338 

No.1896 

Chengdu 


Office 

354 

Wed 

13.0 

291 

Sat 

10.0 

2 

339 

No.1899 

Suzhou 


Office 

87 

Mon 

11.0 

66 

Sat 

10.0 

1 

340 

No.1907 

Chengdu 

smvmis 

Residential 

199 

Tue 

13.0 

144 

Sat 

10.0 

2 

341 

No.1910 

Zhengzhou 


School 

130 

Wed 

10.5 




1 

342 

No.1911 

Qingdao 

swaftws 

Office 

203 

Mon 

13.0 




2 

343 

No.1912 

Xi'an 

mm 

Office 

206 

Thu 

12.5 




2 

344 

No.1934 

Changsha 


Transportation 




180 

Sat 

10.0 

2 

345 

No.1943 

Suzhou 


Office 

179 

Wed 

13.5 




2 

346 

No.1944 

Hangzhou 


Office 

69 

Tue 

10.5 




1 

347 

No.1959 

Shanghai 


Office 

557 

Thu 

13.0 




2 

348 

No.1961 

Beijing 


Mall 

274 

Tue 

11.5 

254 

Sun 

11.5 

2 

349 

No. 1974 

Suzhou 

»ICCJ£ 

Mall 

292 

Mon 

12.0 

327 

Sat 

12.0 

2 

350 

No.2021 

Beijing 


Mall 

258 

Tue 

11.5 

115 

Sat 

11.5 

2 

351 

No.2040 

Guangzhou 

nwmis 

Office 

504 

Fri 

12.5 

99 

Sun 

10.0 

2 

352 

No.2060 

Wuhan 


Mall 




220 

PH 

11.0 

2 

353 

No.2065 

Zhengzhou 


Office 

251 

Tue 

12.0 




2 

354 

No.2066 

Zhengzhou 


Mall 

355 

Thu 

11.5 




2 

355 

No.2082 

Beijing 


Office 

298 

Thu 

11.0 

196 

Sat 

12.0 

2 

356 

No.2112 

Hangzhou 


Office 

136 

Fri 

11.0 

57 

Sat 

10.0 

1 

357 

No.2119 

Shanghai 

#■ 

mil 

ttttl 

& 

Office 




78 

Sat 

10.0 

2 

358 

No.2131 

Shanghai 

#Mio8^ysg/£ 

Office 

481 

Thu 

13.0 

332 

PH 

10.5 

2 

359 

No.2173 

Shanghai 

mmtm 

Mall 

364 

Tue 

15.0 

229 

Sat 

15.0 

2 

360 

No.2175 

Wuxi 

K-park3^f£jfi 

Office 

136 

Fri 

10.5 




1 

361 

No.2184 

Chongqing 


Mall 

277 

Fri 

13.0 

316 

Sun 

12.0 

2 

362 

No.2185 

Chongqing 


Mall 

364 

Thu 

13.0 




2 

363 

No.2186 

Chongqing 


Office 

221 

Tue 

12.0 




1 

364 

No.2206 

Tianjin 


Residential 

74 

Tue 

11.0 




1 

365 

No.2213 

Shanghai 


Residential 

211 

Thu 

13.0 

285 

Sun 

10.0 

2 

366 

No.2219 

Guangzhou 

iDfc*JW£ 

Office 

466 

Fri 

13.0 




2 

367 

No.2223 

Chongqing 

mmim* 

Office 

86 

Mon 

11.0 




1 

368 

No.2257 

Jinan 


Office 

225 

Wed 

11.0 

169 

Sat 

10.0 

1 

369 

No.2258 

Tianjin 

srEiraffipras 

Mall 

210 

Fri 

11.5 

283 

Sat 

11.5 

2 

370 

No.2284 

Dalian 


Mall 

100 

Fri 

11.5 




2 

371 

No.2287 

Chongqing 


Office 

187 

Wed 

10.0 




1 

372 

No.2290 

Shanghai 


Mall 

293 

Thu 

13.0 

246 

Sat 

10.0 

2 

373 

No.2293 

Beijing 


Office 

443 

Thu 

13.0 

91 

PH 

10.0 

2 

374 

No.2302 

Xi'an 

SSHSISJS 

Hotel 

259 

Mon 

13.0 

146 

Sun 

10.0 

2 

375 

No.2305 

Chongqing 


Office 

378 

Mon 

13.0 

141 

PH 

10.0 

2 

376 

No.2312 

Chongqing 


Office 

513 

Tue 

14.0 




2 

377 

No.2321 

Beijing 


Office 

522 

Thu 

13.0 




2 

378 

No.2327 

Xi'an 

fmrmis 

Mall 

208 

Thu 

11.5 

233 

PH 

11.5 

2 

379 

No.2347 

Chengdu 

mmmmrtm 

Mall 

305 

Fri 

11.0 

297 

Sun 

11.0 

2 

380 

No.2360 

Jinan 

unmmmnm 

Office 

135 

Fri 

13.0 

176 

Sat 

13.0 

2 

381 

No.2380 

Qingdao 


Office 

84 

Fri 

9.0 

42 

Sat 

9.0 

1 

382 

No.2390 

Xi'an 

mmfckKS 

Office 

231 

Fri 

14.0 

239 

Sat 

13.5 

2 

383 

No.2398 

Shanghai 

±'/®4^PSSJ£j£ 

Hotel 

153 

Mon 

11.0 

109 

Sat 

10.0 

1 

384 

No.2399 

Shanghai 


Residential 

341 

Tue 

11.0 

220 

Sat 

11.0 

2 

385 

No.2400 

Chengdu 


Office 




156 

Sat 

10.0 

2 

386 

No.2405 

Shanghai 


Office 

241 

Thu 

11.0 




1 

387 

No.2408 

Yangzhou 


Mall 

397 

Fri 

14.5 




2 

388 

No.2433 

Chongqing 

■wana® 

Mall 

471 

Tue 

12.0 




2 

389 

No.2438 

Shanghai 


Mall 

576 

Thu 

9.5 

459 

Sun 

9.5 

2 

390 

No.2456 

Ningbo 


Mall 

486 

Wed 

14.0 




2 


Note: PH: Public Holiday 
Source: Offline footage tracking 
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# 

Store ID 

City 

Store Name 

Location 

Week day 
order count 

Day 

Hours 

Weekend Day 
order count 

Day 

Hours 

Operating days 1 
on Weekends 1 

391 

No.2480 

Zhengzhou 

=f mrmis 

Office 

149 

Tue 

13.0 




2 

392 

No.2482 

Suzhou 


Office 

162 

Mon 

11.0 

89 

Sun 

10.0 

2 

393 

No.2502 

Beijing 


Hotel 

165 

Tue 

11.0 

70 

Sat 

10.0 

1 

394 

No.2503 

Changsha 

»#D6 IS 

Mall 

117 

Wed 

11.5 

130 

Sun 

11.5 

2 

395 

No.2504 

Chongqing 


Mall 

248 

Wed 

15.0 

319 

Sun 

15.0 

2 

396 

No.2516 

Dongguan 

mmnsais 

Mall 




171 

PH 

10.0 

2 

397 

No.2526 

Tianjin 

sa*jijs 

Office 

108 

Thu 

11.0 

37 

Sat 

10.0 

1 

398 

No.2529 

Ningbo 

mzamnm 

Office 

178 

Fri 

11.0 

90 

Sun 

10.0 

2 

399 

No.2557 

Wuhan 


Office 

262 

Wed 

12.5 




2 

400 

No.2562 

Beijing 


Residential 

227 

Tue 

11.0 




2 

401 

No.2571 

Tianjin 


Mall 

294 

Fri 

11.0 

359 

Sat 

11.0 

2 

402 

No.2572 

Dalian 


Office 

295 

Wed 

13.5 

262 

Sat 

10.5 

2 

403 

No.2584 

Shanghai 


Office 

129 

Fri 

10.5 




- 

404 

No.2585 

Qingdao 


Office 

127 

Wed 

11.0 

74 

Sat 

10.0 

1 

405 

No.2590 

Nanjing 


Mall 

336 

Wed 

13.0 

324 

Sat 

11.5 

2 

406 

No.2592 

Tianjin 


Mall 

253 

Thu 

13.0 




2 

407 

No.2608 

Shenzhen 


Office 

126 

Tue 

11.0 

40 

Sat 

10.0 

1 

408 

No.2612 

Shenzhen 


Office 

291 

Fri 

13.0 

165 

Sun 

10.0 

2 

409 

No.2625 

Guangzhou 


Office 

204 

Fri 

10.5 

58 

Sat 

10.0 

1 

410 

No.2626 

Ningbo 


Office 

191 

Mon 

11.0 

50 

Sat 

10.0 

1 

411 

No.2633 

Xi'an 


Office 

106 

Mon 

13.5 




2 

412 

No.2645 

Xi'an 


Office 

174 

Mon 

13.0 




2 

413 

No.2675 

Chengdu 


Mall 

119 

Fri 

11.5 

132 

Sat 

12.0 

2 

414 

No.2679 

Wuhan 


Hotel 

231 

Mon 

13.0 




2 

415 

No.2696 

Zhengzhou 


School 

531 

Tue 

14.0 

531 

Sat 

14.0 

2 

416 

No.2707 

Shanghai 


Office 

506 

Mon 

13.0 

190 

Sat 

10.0 

2 

417 

No.2708 

Shenzhen 


Residential 

129 

Fri 

12.5 




2 

418 

No.2712 

Nanjing 


Office 

180 

Mon 

11.0 




1 

419 

No.2723 

Shanghai 

75 be mi ^ 1 L N ld5 

Office 

181 

Tue 

10.0 




- 

420 

No.2731 

Shanghai 

^b1699)S 

Office 

274 

Tue 

10.0 

215 

Sat 

10.0 

2 

421 

No.2737 

Dongguan 


Office 

238 

Fri 

11.0 

190 

Sat 

10.0 

2 

422 

No.2739 

Ningbo 

mmrmis 

Mall 

356 

Tue 

12.0 




2 

423 

No.2750 

Wuhan 

ss&n&s 

Mall 

306 

Fri 

13.0 




2 

424 

No.2764 

Kunming 


Office 

255 

Fri 

13.5 




2 

425 

No.2766 

Yangzhou 

wms 

Mall 

292 

Thu 

12.0 

459 

Sat 

12.5 

2 

426 

No.2767 

Xi'an 


Transportation 

405 

Fri 

13.0 




2 

427 

No.2771 

Yangzhou 


Office 

183 

Thu 

12.0 

168 

Sat 

10.0 

2 

428 

No.2773 

Dalian 


Office 

72 

Fri 

10.5 

20 

Sat 

9.5 

1 

429 

No.2777 

Qingdao 


Office 

61 

Fri 

10.5 




1 

430 

No.2800 

Xi'an 

§*SS«f»t!3JS 

Mall 

245 

Fri 

12.0 

342 

Sun 

12.0 

2 

431 

No.2801 

Xi'an 


Mall 

132 

Tue 

11.5 

134 

PH 

10.5 

2 

432 

No.2805 

Xi'an 


Office 

147 

Thu 

10.5 

81 

PH 

10.5 

2 

433 

No.2807 

Nanchang 


Mall 




242 

Sat 

12.5 

2 

434 

No.2811 

Shijiazhuang 

imms 

Mall 

492 

Wed 

10.5 

531 

Sun 

11.0 

2 

435 

No.2812 

Shijiazhuang 


Mall 

170 

Fri 

12.0 

187 

Sun 

12.0 

2 

436 

No.2813 

Hefei 


Mall 

168 

Wed 

13.0 




2 

437 

No.2823 

Nanchang 


Office 




90 

Sun 

10.0 

2 

438 

No.2830 

Nantong 


Office 

223 

Wed 

13.0 

149 

Sat 

11.5 

2 

439 

No.2831 

Hangzhou 

mamms 

Office 

219 

Fri 

13.0 

233 

Sun 

10.0 

2 

440 

No.2836 

Nanchang 

PiUH S P/jx^raS 1 

Office 

213 

Wed 

13.0 

115 

Sat 

10.0 

2 

441 

No.2839 

Kunming 


Mall 

219 

Fri 

14.0 

260 

Sat 

13.0 

2 

442 

No.2847 

Nantong 

xmmtmis 

Mall 

168 

Thu 

12.0 

214 

Sat 

12.0 

2 

443 

No.2854 

Nantong 


Office 

115 

Wed 

11.0 

68 

Sat 

10.0 

2 

444 

No.2861 

Wenzhou 


Office 

114 

Wed 

10.5 

89 

Sat 

10.0 

2 

445 

No.2863 

Changzhou 


Office 

146 

Wed 

13.5 

111 

Sat 

10.0 

2 

446 

No.2864 

Zhuhai 


Mall 

271 

Fri 

13.0 

446 

PH 

13.0 

2 

447 

No.2867 

Shenyang 


Office 

392 

Tue 

13.0 

258 

Sun 

10.5 

2 

448 

No.2877 

Kunming 


Mall 

282 

Tue 

12.0 




2 

449 

No.2880 

Changzhou 


Office 

222 

Fri 

13.0 

188 

Sat 

10.0 

2 

450 

No.2881 

Wenzhou 

rm±ms 

Office 

142 

Thu 

13.0 




2 

451 

No.2891 

Yangzhou 


Office 

174 

Fri 

11.0 




2 

452 

No.2901 

Nanjing 


Mall 

186 

Fri 

13.0 




2 

453 

No.2914 

Changzhou 


Office 

267 

Fri 

13.0 

156 

Sat 

10.0 

2 

454 

No.2923 

Guiyang 


Hotel 




252 

Sat 

10.5 

2 

455 

No.2926 

Qingdao 

■mrm 

Mall 

135 

Tue 

11.5 

210 

Sat 

11.5 

2 

456 

No.2932 

Shanghai 


Office 

343 

Mon 

13.0 

183 

Sun 

11.5 

2 

457 

No.2936 

Shenyang 


Office 

224 

Mon 

13.0 




2 

458 

No.2937 

Kunming 


Office 

166 

Fri 

12.5 




2 

459 

No.2941 

Hefei 

mmrmj£-2F 

Mall 

349 

Tue 

12.0 




2 

460 

No.2946 

Shanghai 


Mall 

243 

Fri 

12.0 

354 

Sat 

12.0 

2 

461 

No.2947 

Xi'an 


Mall 

220 

Wed 

13.5 

236 

PH 

13.5 

2 

462 

No.2951 

Nantong 


Mall 

274 

Thu 

12.0 




2 

463 

No.2952 

Shanghai 


Office 




125 

Sat 

11.5 

2 

464 

No.2957 

Tianjin 


Office 

229 

Thu 

11.0 

81 

Sun 

10.0 

2 

465 

No.2959 

Wuhan 


Office 

91 

Fri 

10.5 

40 

Sat 

10.0 

1 

466 

No.2967 

Ningbo 

mttjjrmi* 

Mall 

434 

Fri 

11.5 




2 

467 

No.2970 

Wenzhou 


Mall 

74 

Wed 

12.5 




2 

468 

No.2972 

Dongguan 


Mall 

338 

Mon 

13.0 

413 

PH 

12.0 

2 


Note: PH: Public Holiday 
Source: Offline footage tracking 
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# 

Store ID 

City 

Store Name 

Location 

Week day 
order count 

Day 

Hours 

Weekend Day 
order count 

Day 

Hours 

Operating days 1 
on Weekends i 

469 

No.2985 

Kunming 


Office 

95 

Tue 

10.5 

48 

Sat 

10.0 

2 

470 

No.2986 

Kunming 


Office 

117 

Wed 

10.5 

124 

Sat 

10.0 

2 

471 

No.3001 

Nanjing 

BgSSsgirfgfi 

Office 

88 

Mon 

12.0 




1 

472 

No.3005 

Dalian 


Office 

187 

Fri 

13.0 




2 

473 

No.3008 

Chengdu 


School 

233 

Tue 

13.0 




2 

474 

No.3013 

Nanjing 


Office 

187 

Thu 

12.0 




2 

475 

No.3024 

Hangzhou 


Mall 

98 

Wed 

13.0 




2 

476 

No.3031 

Beijing 


Office 

252 

Fri 

13.0 

24 

Sat 

10.0 

1 

477 

No.3033 

Shanghai 


Office 

186 

Mon 

11.0 

65 

Sat 

9.5 

1 

478 

No.3046 

Beijing 


Office 

465 

Thu 

13.0 

56 

Sun 

10.0 

2 

479 

No.3050 

Zhuhai 


Office 




211 

Sun 

10.5 

2 

480 

No.3060 

Shenzhen 


School 

453 

Fri 

13.0 




2 

481 

No.3064 

Foshan 

tttU£Jg*J»£ 

Office 




266 

Sat 

10.0 

2 

482 

No.3082 

Yangzhou 


Mall 

213 

Thu 

13.0 

244 

Sat 

13.0 

2 

483 

No.3088 

Zhenjiang 


Mall 

363 

Mon 

12.0 

396 

Sat 

12.0 

2 

484 

No.3097 

Zhengzhou 


Office 

117 

Mon 

13.0 




2 

485 

No.3098 

Shanghai , 


Residential 

407 

Mon 

14.0 

702 

PH 

15.0 

2 

486 

No.3106 

Chongqing 


Transportation 

90 

Wed 

13.0 




2 

487 

No.3108 

Nanjing 


Office 

115 

Wed 

11.0 

56 

Sat 

9.5 

1 

488 

No.3122 

Shijiazhuang 


Mall 

289 

Wed 

10.5 




2 

489 

No.3141 

Zhuhai 

IE&=@liaiE 

Office 




117 

PH 

10.0 

2 

490 

No.3149 

Beijing 

&l@«p n pMALLj£ 

Mall 

216 

Mon 

11.5 

331 

Sun 

11.5 

2 

491 

No.3164 

Nantong 


Office 

127 

Thu 

11.0 




1 

492 

No.3173 

Xi'an 


Office 

61 

Wed 

13.0 




2 

493 

No.3176 

Ningbo 


Residential 

241 

Tue 

11.0 

167 

Sat 

11.5 

1 

494 

No.3185 

Xi'an 


Office 

148 

Mon 

10.0 

91 

Sun 

10.0 

2 

495 

No.3188 

Nanjing 


Mall 

130 

Tue 

11.5 




2 

496 

No.3192 

Shanghai 


Office 

613 

Mon 

13.0 




2 

497 

No.3218 

Wuxi 

=mnm&27i§ni£ 

Transportation 




308 

Sat 

11.5 

2 

498 

No.3228 

Ningbo 

mtkms 

Office 

185 

Thu 

13.0 

121 

Sun 

10.0 

2 

499 

No.3231 

Foshan 


Office 




180 

Sun 

11.5 

2 

500 

No.3239 

Kunming 

fflkXMS 

Office 

134 

Fri 

10.5 




2 

501 

No.3244 

Xiamen 


Office 

417 

Thu 

13.0 

68 

Sun 

10.0 

2 

502 

No.3251 

Chongqing 


Transportation 

155 

Thu 

13.0 




2 

503 

No.3253 

Nantong 

tmVaMTji&S 

Mall 

235 

Fri 

11.0 




2 

504 

No.3262 

Xi'an 


Office 

156 

Thu 

12.0 

74 

Sun 

12.0 

2 

505 

No.3289 

Suzhou 


Mall 

186 

Tue 

8.5 

159 

Sun 

10.0 

2 

506 

No.3291 

Nanjing 


Office 

291 

Tue 

12.5 

72 

Sat 

10.0 

2 

507 

No.3295 

Changzhou 


Office 

347 

Thu 

13.0 

216 

Sat 

10.0 

2 

508 

No.3305 

Nanchang 


Office 

91 

Thu 

8.0 

55 

Sun 

8.0 

2 

509 

No.3306 

Shanghai 


Mall 

219 

Thu 

11.5 

396 

Sat 

11.5 

2 

510 

No.3322 

Guangzhou 


Office 

261 

Mon 

13.0 

219 

Sat 

10.0 

2 

511 

No.3326 

Wuhan 


Hotel 

147 

Fri 

12.5 




2 

512 

No.3334 

Tianjin 

AIMS 

Mall 

211 

Fri 

11.5 

260 

Sat 

11.5 

2 

513 

No.3350 

Zhengzhou 


Mall 

134 

Tue 

12.5 




2 

514 

No.3354 

Shanghai 

±$Sii^JS 

Transportation 

438 

Mon 

13.0 




2 

515 

No.3355 

Yangzhou 


Mall 

82 

Fri 

13.0 

90 

Sat 

11.5 

2 

516 

No.3386 

Nanchang 


Mall 

280 

Tue 

11.0 

276 

PH 

11.0 

2 

517 

No.3416 

Wenzhou 


Office 

143 

Thu 

13.0 




2 

518 

No.3444 

Yangzhou 

^AUPtfAM/S 

Office 

135 

Fri 

11.0 




2 

519 

No.3452 

Nanchang 


School 

257 

Thu 

12.0 




2 

520 

No.3453 

Nanchang 

699M^|i]jfi 

Office 

121 

Thu 

9.0 

150 

Sun 

9.0 

2 

521 

No.3454 

Nanchang 

8*k>js 

Mall 

100 

Thu 

12.0 

105 

PH 

12.0 

2 

522 

No.3457 

Nantong 

sp^wyms 

Office 

102 

Wed 

10.5 

78 

Sat 

10.5 

2 

523 

No.3464 

Shenyang 


Office 

191 

Wed 

13.0 




2 

524 

No.3472 

Xi'an 

4>§Al£R®£illAJWS 

Office 

120 

Wed 

11.0 




2 

525 

No.3474 

Shijiazhuang 

mm±mis 

Office 




76 

Sat 

10.0 

2 

526 

No.3480 

Hefei 


Mall 




266 

Sat 

12.5 

2 

527 

No.3489 

Shijiazhuang 


Office 

38 

Thu 

11.0 

30 

Sat 

11.0 

1 

528 

No.3490 

Shenzhen 

wamjs 

Office 

298 

Fri 

13.0 

106 

Sat 

10.0 

2 

529 

No.3503 

Zhongshan 

ummis 

Mall 

194 

Thu 

12.0 




2 

530 

No.3506 

Xi'an 


Mall 

147 

Thu 

12.0 

222 

Sat 

12.0 

2 

531 

No.3513 

Shenyang 

m nrmjs 

Mall 

37 

Tue 

10.0 

74 

Sat 

10.0 

2 

532 

No.3514 

Changzhou 

75mrmis 

Mall 

238 

Fri 

13.0 

218 

Sat 

11.5 

2 

533 

No.3569 

Kunming 


Mall 

182 

Thu 

12.0 

183 

Sat 

12.0 

2 

534 

No.3575 

Xi'an 


Mall 

779 

Mon 

14.5 

826 

Sat 

14.5 

2 

535 

No.3584 

Chongqing 

m&mmm&mtkmis 

Mall 

148 

Thu 

11.0 




2 

536 

No.3598 

Qingdao 


Office 

66 

Thu 

11.0 




1 

537 

No.3602 

Guangzhou 

mtnm 

Office 

380 

Tue 

12.0 

169 

Sun 

12.0 

2 

538 

No.3605 

Dalian 

AWIIIA^AffiJS 

Office 

108 

Fri 

11.0 




1 

539 

No.3622 

Guangzhou 


Office 

397 

Wed 

13.0 

249 

Sun 

10.5 

2 

540 

No.3646 

Wenzhou 


Mall 

59 

Thu 

13.0 

55 

Sat 

13.5 

2 

541 

No.3651 

Taiyuan 


Office 




51 

Sun 

10.0 

2 

542 

No.3662 

Changzhou 


Office 

142 

Fri 

12.0 

98 

Sat 

12.0 

2 

543 

No.3678 

Shanghai 

mmmxim 

Office 

317 

Wed 

13.0 




2 

544 

No.3708 

Hefei 

c>j£ 

Mall 




341 

Sat 

12.0 

2 

545 

No.3714 

Changzhou 


Office 

189 

Thu 

13.0 

206 

Sat 

10.0 

2 

546 

No.3718 

Beijing 

»hSOHoaKl5^8&j£ 

Residential 

338 

Fri 

13.0 




2 


Note: PH: Public Holiday 
Source: Offline footage tracking 
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rr 

Store ID 

City 

Store Name 

Location 

Week day 
order count 

Day 

Hours 

Weekend Day 
order count 

Day 

Hours 

Operating days 1 
on Weekends 1 

547 

No.3728 

Nanchang 


Hotel 

89 

Tue 

11.0 

76 

Sat 

10.0 

1 

548 

No.3734 

Chengdu 


Mall 

151 

Tue 

10.0 




2 

549 

No.3740 

Changsha 


Mall 

132 

Fri 

11.5 

247 

Sat 

11.5 

2 

550 

No.3745 

Zhongshan 


Mall 

197 

Tue 

12.0 




2 

551 

No.3747 

Wuhan 

aKssaieraffi 

Mall 

394 

Wed 

11.5 

511 

Sat 

11.5 

2 

552 

No.3754 

Zhengzhou 

JEfA+'Mf 

Office 

209 

Tue 

12.5 

241 

Sun 

10.5 

2 

553 

No.3764 

Hefei 


Mall 




247 

Sun 

12.0 

2 

554 

No.3771 

Suzhou 

mmmmsmmnm 

Mall 

191 

Thu 

11.5 




2 

555 

No.3796 

Zhenjiang 


Office 




61 

Sat 

10.0 

2 

556 

No.4202 

Wenzhou 


Office 

159 

Wed 

13.5 

173 

Sat 

13.0 

2 

557 

No.4233 

Hefei 

bi 

Mall 

257 

Tue 

11.5 




2 

558 

No.4244 

Kunming 


School 

60 

Fri 

11.5 




2 

559 

No.4251 

Zhengzhou 


Residential 

192 

Mon 

13.0 

157 

Sun 

11.5 

2 

560 

No.4263 

Nantong 


Office 

182 

Fri 

13.0 

182 

Sat 

11.5 

2 

561 

No.4265 

Wenzhou 


Residential 

152 

Fri 

13.0 




2 

562 

No.4277 

Qingdao 


School 

116 

Fri 

13.0 




2 

563 

No.4287 

Nantong 

rntm-fitmi* 

Mall 

223 

Fri 

13.5 




2 

564 

No.4289 

Wenzhou 


Office 

166 

Fri 

13.0 




2 

565 

No.4308 

Shanghai 

MOREMEEjMJ 

Mall 




170 

Sat 

11.5 

2 

566 

No.4311 

Shenzhen 


Mall 

307 

Mon 

15.0 

349 

Sat 

13.5 

2 

567 

No.4314 

Hefei 


Office 

95 

Wed 

11.0 




2 

568 

No.4329 

Dalian 


Office 

172 

Thu 

12.0 




2 

569 

No.4336 

Chongqing 

mammas 

Mall 

207 

Mon 

13.0 

317 

Sun 

11.5 

2 

570 

No.4343 

Wuhan 


Mall 

409 

Thu 

11.0 

637 

Sun 

11.0 

2 

571 

No.4348 

Xiamen 


Transportation 

173 

Wed 

14.0 




2 

572 

No.4363 

Shijiazhuang 


Office 

86 

Fri 

11.0 

49 

Sat 

10.0 

1 

573 

No.4370 

Zhenjiang 


Office 

241 

Tue 

10.0 




1 

574 

No.4382 

Shijiazhuang 


Office 

92 

Thu 

10.0 

93 

Sat 

10.0 

2 

575 

No.4403 

Shijiazhuang 


Mall 

166 

Fri 

10.5 

197 

Sun 

10.5 

2 

576 

No.4412 

Shijiazhuang 


Office 

63 

Thu 

11.0 

37 

Sat 

9.0 

2 

577 

No.4417 

Wuhan 


Office 

255 

Thu 

13.0 

186 

Sat 

11.5 

2 

578 

No.4420 

Beijing 


Mall 

232 

Fri 

11.0 




2 

579 

No.4426 

Wuhan 


Mall 

387 

Tue 

12.0 

474 

Sun 

12.0 

2 

580 

No.4428 

Shenyang 


Office 

180 

Mon 

13.0 

78 

Sat 

10.0 

2 

581 

No.4430 

Beijing 

DRCI^iSi+glfeJ* 

Office 

244 

Mon 

10.0 




- 

582 

No.4437 

Beijing 


School 

153 

Fri 

10.0 




- 

583 

No.4449 

Tianjin 


Office 

96 

Wed 

11.0 




2 

584 

No.4479 

Chongqing 


Mall 

348 

Fri 

14.5 

379 

Sun 

13.5 

2 

585 

No.4482 

Guangzhou 


School 

380 

Fri 

15.0 

716 

Sun 

13.0 

2 

586 

No.4486 

Guangzhou 

SIMM 

Mall 

241 

Fri 

13.0 

320 

PH 

13.5 

2 

587 

No.4505 

Guangzhou 


Office 

229 

Fri 

10.0 

164 

Sun 

10.0 

2 

588 

No.4519 

Shijiazhuang 

MSPstnsjs 

Office 

174 

Fri 

10.0 

121 

Sun 

10.0 

2 

589 

No.4546 

Shanghai 


Office 




166 

Sun 

10.0 

2 

590 

No.4561 

Beijing 


Mall 

247 

Thu 

11.5 




2 

591 

No.4562 

Shenyang 


Mall 

421 

Wed 

11.0 

677 

Sat 

11.0 

2 

592 

No.4588 

Suzhou 


Mall 

161 

Mon 

11.0 




2 

593 

No.4591 

Jinan 


Mall 

199 

Fri 

12.0 




2 

594 

No.4602 

Wuhan 


Mall 

215 

Tue 

11.5 

216 

Sun 

11.5 

2 

595 

No.4607 

Zhuhai 


Mall 




205 

Sun 

12.0 

2 

596 

No.4615 

Shanghai 

±mr£*mi£ 

Office 




154 

PH 

10.0 

2 

597 

No.4618 

Xi'an 


School 

292 

Wed 

12.0 




2 

598 

No.4621 

Chongqing 


Office 

167 

Thu 

13.0 




1 

599 

No.4645 

Ningbo 


School 




306 

PH 

11.5 

2 

600 

No.4649 

Harbin 


Mall 

242 

Fri 

11.0 

248 

Sat 

11.0 

2 

601 

No.4662 

Suzhou 


Office 

113 

Mon 

13.0 

82 

Sun 

11.5 

2 

602 

No.4663 

Guiyang 


Mall 

256 

Fri 

11.5 




2 

603 

No.4672 

Shenyang 


Office 

234 

Mon 

13.5 




2 

604 

No.4676 

Harbin 


Office 

186 

Fri 

13.0 




2 

605 

No.4711 

Yangzhou 


Mall 

82 

Thu 

11.5 

105 

Sat 

11.5 

2 

606 

No.4722 

Harbin 


Mall 

41 

Fri 

10.0 




2 

607 

No.4732 

Hefei 


Office 

206 

Wed 

12.5 

263 

Sun 

11.5 

2 

608 

No.4734 

Dalian 


Mall 

178 

Wed 

11.0 




2 

609 

No.4756 

Xiamen 


Residential 

150 

Fri 

10.5 




2 

610 

No.4757 

Harbin 


Mall 

322 

Thu 

10.5 




2 

611 

No.4760 

Harbin 

t tvmmwrmi* 

Mall 

136 

Thu 

11.5 




2 

612 

No.4764 

Zhenjiang 


Mall 

130 

Fri 

13.0 

231 

Sun 

10.0 

2 

613 

No.4766 

Harbin 


Mall 

95 

Thu 

12.0 

153 

Sat 

12.0 

2 

614 

No.4774 

Xi'an 


Office 

165 

Wed 

12.5 




2 

615 

No.4786 

Wuhan 


Mall 

274 

Tue 

14.0 

328 

Sun 

13.0 

2 

616 

No.4802 

Dalian 


Mall 

137 

Thu 

12.0 




2 

617 

No.4804 

Harbin 


Office 

181 

Thu 

12.0 

81 

Sat 

10.0 

2 

618 

No.4828 

Kunming 


Mall 

68 

Thu 

11.5 




2 

619 

No.4879 

Kunming 

mwmm-mi* 

Mall 

167 

Fri 

12.0 




2 

620 

No.4955 

Beijing 


Office 

197 

Thu 

10.0 




1 



Average 



251 


12.0 

199 


10.8 




Total 





6,862.5 



4,398.0 



Note: PH: Public Holiday 
Source: Offline footage tracking 
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For each of the 981 store-days we tracked, our staff usually sits in the store with a direct line of sight to the collection counter and 
counts the number of customers picking up Luckin products while recording the video . If a delivery order is picked up by 
delivery personnel, we count the number of Luckin paper bags picked up by the delivery personnel knowing that each 
personnel can pick up more than one order at a time (one order could comprise more than one bag as well, so we might overcount 
the number of orders). Our result No. of customers picking up Luckin’s products + No. of Luckin paper bags picked up by 
delivery personnel is a good proxy for No. of orders per store per day. Multiplying the No. of orders by the items per order 1.14, 
we get the key metric to be verified - number of items per store per day. 



Photo - pick up customer: we count the number of customers picking up Luckin’s products 



ROAST 


Photo - delivery personnel: we count the number of bags picked up by them 




AUTY AR 


D»Y TH 




f"iar 


Our tracking started from 2019 4Q. To compare the representativeness of our tracking period to Luckin’s 3Q results, we used 
Luckin APP’s DAU (Daily Active User) per store as a proxy of orders per store per day in the same period. DAU is from Quest 
Mobile; and although Luckin only reports quarterly store number, we got the weekly store number from articles published by 
Luckin’s WeChat Official Account (it publishes the list of new stores opened weekly). 

During our tracking period of 2019 4Q to Jan 2020, Luckin APP’s average DAU per store was 0.59K, and Luckin’s 2019 30 and 
2019 4Q’s average DAU per store was 11% and 0% lower than that of our tracking period , respectively. Our tracking results 
have a low chance of understating Luckin’s daily sales volume per store of 2019 3Q and 2019 4Q. 


Thousand 3Q19 4Q19 YTD2020 g 4Q19-YTD2020 (Tracking period) 


DAU per store 0.53 0.59 0.60 0.59 

% low er than sample period -11% 0% 

Source: Quest Mobile, Luckin WeChat Official Account weekly new store list 
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Source: Quest Mobile, Luchin WeChat Official Account weekly new store list 


The store opening history extracted from Luckin’s WeChat Official Account matches Luckin’s reported quarter-end store 

numbers. 



Source: Luchin Filings, Luchin WeChat Official Account weekly new store list 


Luckin has inflated its own APP online order volumes by average of 72%. 

As all orders are placed and paid online and picked up offline, when an order is placed, a three-digit pick-up number and a QR 
code will be generated to facilitate the in store pick up. Some may have observed that the three-digit pick-up number appears 
sequential within each store in a day and shared by both pick-up and delivery orders; and use it as a barometer to track the daily 
order volume of a store by placing orders at both opening and close time of the store. 


Order confirmed 



This method cannot be used if Luckin intentionally jumps and skips numbers during the day to purposely distort the tracking 
results. Here is an evidence of its notice to store managers to watch out for jumping pick-up numbers on Nov 23 rd 2019. 
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6:01 


^CD- 


Operating Store Managers Group 
< 209 “ ■_ V£^E-I**!¥|321) 



-kWR• 

mu§23B »jia) ms, 
SSiiMlIffli: 
liiiJSXfS®: 271. 272, 273... 


ir 


.il-iitg. 

tf!|$0: 271. 273, 

274. 

mRjg® ««5'* id tuanra* 

rustkff] tamm 
asftjgwgxa. 


taffrWA 
AM#} ■ 

Mil§230 (*JiA) ms, 

gfu®«51: 271, 272, 273... 

.>1—jitg. &M»*ji$s#ia 

?jitg, fflJSD: 271, 273, 

274.. 


Starting from Nov. 23 rd (this 
Saturday), the pick-up number 
rules will be changed. 
Currently, the pick-up number 
increases one by one (e.g. 271, 
272, 273...). After upgrade, it 
will increase randomly (e.g. 
271, 273, 274...) 

It’s normal to see skipped pick¬ 
up numbers. Please inform the 
store staff to prepare the orders 
by sequence. 


mRJ5®«S!'*I'B] tn ORUftfe 
iEmm, [fliAsawisa 
rasa#] maift. 

itJiS- 




© © 


Source: WeChat Group 

We also have more than 10 video evidences recording real-time order jumping processes in store. Though we can’t publish the 
videos due to privacy reasons, we encourage investors to conduct the research themselves: Stay in a store for 0.5-1 hour and count 
the number of orders picked up by customers or delivery personnel. Place an order at the beginning and the end of the session and 
check the online pick-up number gap with the counted number of orders. Our hit ratio of catching order jumping is quite high. 

Luckin doesn’t necessarily have to jump orders to commit fraud - they can simply fabricate more orders in their financial records. 
However, here is the clever part: company management likely thought about the possibility that more and more investors and data 
firms were starting to track their order numbers themselves as part of the due diligence process, so “jumping orders” is a simple 
way to mislead investors. To understand the scale of the online order inflation, we randomly selected 151 offline tracking store- 
days to track their online orders. We placed one order each at the beginning and the end of a store’s operating hour to get the 
online order count for the day. We found that for the same store on the same day the number of online orders inflated range 
from 34 to 232, with an average of 106 orders/day or 72% of offline order average . 
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r# 

Store ID 

City 

Store Name 

Location 

Week day 

Offline order 

Online order 

Online/Offline-1 

Online-Offline 

20 

No.0065 

Shanghai 


Office 

Mon 

377 

609 

62% 

232 

29 

No.0076 

Shanghai 

+JWSH/S 

Office 

Sat 

171 

258 

51% 

87 

32 

No.0079 

Shanghai 

mm 

Office 

Mon 

340 

482 

42% 

142 

33 

No.0081 

Shanghai 


Office 

Tue 

158 

239 

51% 

81 

36 

No.0089 

Chengdu 

msmis 

Mall 

Sat 

335 

408 

22% 

73 

44 

No.0110 

Chongqing 


Office 

Fri 

159 

261 

64% 

102 

50 

No.0128 

Chongqing 

SFCtiWa'fc'il.'jJs 

Office 

Sun 

142 

290 

104% 

148 

53 

No.0139 

Chengdu 


Residential 

Sat 

268 

358 

34% 

90 

55 

No.0151 

Tianjin 

©]»?**/£ 

Office 

Sun 

146 

240 

64% 

94 

60 

No.0172 

Chengdu 


Mall 

Sun 

230 

316 

37% 

86 

68 

No.0191 

Tianjin 


Office 

Sat 

143 

252 

76% 

109 

72 

No.0206 

Chongqing 


Office 

Fri 

148 

273 

84% 

125 

78 

No.0223 

Chengdu 

mz&m 

Office 

Sat 

135 

221 

64% 

86 

87 

No.0244 

Beijing 


Mall 

Thu 

172 

291 

69% 

119 

88 

No.0247 

Shenzhen 


Office 

Tue 

266 

343 

29% 

77 

98 

No.0313 

Tianjin 

InfljtipTJd! 

Office 

Sat 

60 

169 

182% 

109 

102 

No.0326 

Guangzhou 

TDBEKtffijS 

Office 

Sat 

194 

284 

46% 

90 

106 

No.0355 

Wuhan 


Office 

Fri 

188 

351 

87% 

163 

106 

No.0355 

Wuhan 


Office 

Sun 

128 

250 

95% 

122 

107 

No.0361 

Tianjin 


Office 

Sat 

78 

191 

145% 

113 

109 

No.0369 

Wuhan 

}XPSAfi';ra 

Office 

Wed 

421 

492 

17% 

71 

123 

No.0509 

Chongqing 


Office 

Tue 

371 

450 

21% 

79 

127 

No.0522 

Guangzhou 


Office 

Mon 

444 

522 

18% 

78 

135 

No.0592 

Beijing 


Office 

Wed 

294 

380 

29% 

86 

136 

No.0596 

Chongqing 


Residential 

Fri 

357 

477 

34% 

120 

137 

No.0601 

Chongqing 


Office 

Tue 

411 

516 

26% 

105 

141 

No.0629 

Chongqing 

&m±ms 

Office 

Wed 

196 

283 

44% 

87 

143 

No.0632 

Wuhan 

®±Z.J5!£ 

Office 

Sat 

221 

324 

47% 

103 

145 

No.0672 

Wuhan 

iS/Xll P/J\AM l= t =l/ L N /S : 

Mall 

Mon 

357 

510 

43% 

153 

145 

No.0672 

Wuhan 

iS/XID P/j\^M l= t =l/ i^/S : 

Mall 

Sat 

384 

512 

33% 

128 

150 

No.0703 

Jinan 


Mall 

Tue 

47 

124 

164% 

77 

150 

No.0703 

Jinan 


Mall 

Sat 

80 

166 

108% 

86 

155 

No.0772 

Wuhan 

3tSKii/£ 

Mall 

Mon 

454 

519 

14% 

65 

160 

No.0839 

Guangzhou 


Office 

Mon 

156 

253 

62% 

97 

163 

No.0851 

Chengdu 

m 

Office 

Sat 

264 

332 

26% 

68 

165 

No.0861 

Chengdu 


Office 

Thu 

253 

321 

27% 

68 

165 

No.0861 

Chengdu 


Office 

Sat 

161 

246 

53% 

85 

168 

No.0912 

Chengdu 


Office 

Sun 

198 

297 

50% 

99 

170 

No.0923 

Jinan 

nssittrmm 

Office 

Sat 

90 

231 

157% 

141 

179 

No.0957 

Chongqing 

M) 

Mall 

Mon 

271 

381 

41% 

110 

195 

No.1062 

Chongqing 


School 

Mon 

581 

660 

14% 

79 

201 

No.1090 

Chengdu 

mxrmis 

Mall 

Fri 

533 

599 

12% 

66 

210 

No.1147 

Chengdu 

44s 

Office 

Sat 

103 

187 

82% 

84 

219 

No.1199 

Chongqing 


Office 

Mon 

332 

428 

29% 

96 

222 

No.1217 

Beijing 


Mall 

Mon 

378 

583 

54% 

205 

227 

No. 1240 

Tianjin 


Office 

Sun 

120 

235 

96% 

115 

228 

No. 1242 

Chengdu 


Hotel 

Fri 

331 

442 

34% 

111 

231 

No.1257 

Xi'an 


Office 

Mon 

368 

465 

26% 

97 

232 

No. 1258 

Chengdu 

mrnmm 

Office 

Sun 

165 

251 

52% 

86 

234 

No.1271 

Zhengzhou 


Office 

Sat 

82 

176 

115% 

94 

239 

No.1314 

Zhengzhou 


Office 

Sat 

80 

184 

130% 

104 

242 

No. 1328 

Ningbo 


Office 

Fri 

217 

367 

69% 

150 

244 

No. 1342 

Qingdao 


Office 

Sat 

75 

167 

123% 

92 

245 

No. 1343 

Zhengzhou 


Office 

Sat 

286 

373 

30% 

87 

250 

No. 1353 

Beijing 


Mall 

Sat 

262 

396 

51% 

134 

261 

No. 1393 

Suzhou 


Mall 

Sat 

387 

495 

28% 

108 

269 

No.1425 

Suzhou 


Mall 

Sun 

157 

244 

55% 

87 

272 

No. 1440 

Suzhou 

t 

Office 

Sat 

231 

326 

41% 

95 

273 

No. 1456 

Beijing 


Office 

Wed 

477 

590 

24% 

113 

279 

No. 1484 

Wuhan 


Transportation 

Sat 

101 

223 

121% 

122 

282 

No.1491 

Tianjin 

miu&Mms 

Office 

Sat 

96 

215 

124% 

119 

285 

No. 1505 

Chongqing 


Hotel 

Fri 

135 

248 

84% 

113 

292 

No. 1546 

Wuhan 

MAliPT/if 

Residential 

Sat 

171 

249 

46% 

78 

296 

No. 1560 

Wuhan 

lu^ 

Mall 

Tue 

644 

768 

19% 

124 

296 

No. 1560 

Wuhan 

ismm* luj£ 

Mall 

Sat 

476 

563 

18% 

87 

299 

No.1591 

Wuhan 


Office 

Sun 

129 

245 

90% 

116 

301 

No.1618 

Tianjin 


Mall 

Mon 

327 

411 

26% 

84 

305 

No. 1658 

Chongqing 

5 

Mall 

Tue 

254 

369 

45% 

115 

310 

No.1697 

Suzhou 


Office 

Sun 

84 

206 

145% 

122 

313 

No. 1706 

Suzhou 


Residential 

Sat 

147 

259 

76% 

112 

318 

No. 1748 

Wuhan 


School 

Mon 

476 

555 

17% 

79 

327 

No.1812 

Qingdao 


Office 

Sun 

102 

190 

86% 

88 

328 

No.1831 

Changsha 


Office 

Sun 

131 

261 

99% 

130 

329 

No. 1842 

Beijing 

ms&mfmffls 

Mall 

Tue 

385 

531 

38% 

146 

331 

No.1851 

Tianjin 


Mall 

Fri 

177 

297 

68% 

120 

331 

No.1851 

Tianjin 

mss rm 

Mall 

Sat 

174 

273 

57% 

99 

335 

No.1877 

Suzhou 


Office 

Sun 

131 

252 

92% 

121 
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r# 

Store ID 

City 

Store Name 

Location 

Week day 

Offline order 

Online order 

Online/Offline-1 

Online-Offline 

337 

No. 1892 

Xi'an 


Mall 

Tue 

155 

299 

93% 

144 

338 

No. 1896 

Chengdu 


Office 

Wed 

354 

461 

30% 

107 

338 

No. 1896 

Chengdu 


Office 

Sat 

291 

350 

20% 

59 

339 

No. 1899 

Suzhou 


Office 

Sat 

66 

179 

171% 

113 

349 

No.1974 

Suzhou 

SHcc/S 

Mall 

Sat 

327 

507 

55% 

180 

351 

No.2040 

Guangzhou 


Office 

Sun 

99 

190 

92% 

91 

354 

No.2066 

Zhengzhou 


Mall 

Thu 

355 

447 

26% 

92 

368 

No.2257 

Jinan 


Office 

Sat 

169 

271 

60% 

102 

374 

No.2302 

Xi'an 

mmfflEE 

Hotel 

Sun 

146 

292 

100% 

146 

380 

No.2360 

Jinan 


Office 

Sat 

176 

302 

72% 

126 

381 

No.2380 

Qingdao 


Office 

Fri 

84 

167 

99% 

83 

381 

No.2380 

Qingdao 


Office 

Sat 

42 

125 

198% 

83 

385 

No.2400 

Chengdu 


Office 

Sat 

156 

249 

60% 

93 

393 

No.2502 

Beijing 


Hotel 

Tue 

165 

274 

66% 

109 

401 

No.2571 

Tianjin 


Mall 

Fri 

294 

360 

22% 

66 

401 

No.2571 

Tianjin 

BMiWlS 

Mall 

Sat 

359 

439 

22% 

80 

402 

No.2572 

Dalian 


Office 

Sat 

262 

328 

25% 

66 

404 

No.2585 

Qingdao 


Office 

Wed 

127 

244 

92% 

117 

404 

No.2585 

Qingdao 


Office 

Sat 

74 

168 

127% 

94 

411 

No.2633 

Xi'an 


Office 

Mon 

106 

241 

127% 

135 

416 

No.2707 

Shanghai 


Office 

Mon 

506 

545 

8% 

39 

425 

No.2766 

Yangzhou 


Mall 

Sat 

459 

573 

25% 

114 

427 

No.2771 

Yangzhou 


Office 

Sat 

168 

265 

58% 

97 

435 

No.2812 

Shijiazhuang 

ffl&rasa 

Mall 

Fri 

170 

282 

66% 

112 

438 

No.2830 

Nantong 


Office 

Sat 

149 

300 

101% 

151 

441 

No.2839 

Kunming 

iwfHWsaaa/s 

Mall 

Fri 

219 

380 

74% 

161 

442 

No.2847 

Nantong 


Mall 

Sat 

214 

347 

62% 

133 

443 

No.2854 

Nantong 


Office 

Sat 

68 

145 

113% 

77 

444 

No.2861 

Wenzhou 


Office 

Sat 

89 

217 

144% 

128 

445 

No.2863 

Changzhou 


Office 

Sat 

111 

210 

89% 

99 

446 

No.2864 

Zhuhai 

immmnm 

Mall 

Fri 

271 

415 

53% 

144 

449 

No.2880 

Changzhou 


Office 

Fri 

222 

365 

64% 

143 

453 

No.2914 

Changzhou 


Office 

Sat 

156 

304 

95% 

148 

455 

No.2926 

Qingdao 

t mrmis 

Mall 

Tue 

135 

267 

98% 

132 

465 

No.2959 

Wuhan 

mm±ms 

Office 

Fri 

91 

195 

114% 

104 

465 

No.2959 

Wuhan 

mm±ms 

Office 

Sat 

40 

116 

190% 

76 

470 

No.2986 

Kunming 


Office 

Sat 

124 

236 

90% 

112 

482 

No.3082 

Yangzhou 


Mall 

Sat 

244 

414 

70% 

170 

484 

No.3097 

Zhengzhou 


Office 

Mon 

117 

270 

131% 

153 

490 

No.3149 

Beijing 

£H*HMALUl 

Mall 

Mon 

216 

279 

29% 

63 

500 

No.3239 

Kunming 

«!§*■/£ 

Office 

Fri 

134 

229 

71% 

95 

505 

No.3289 

Suzhou 


Mall 

Sun 

159 

228 

43% 

69 

507 

No.3295 

Changzhou 


Office 

Sat 

216 

285 

32% 

69 

511 

No.3326 

Wuhan 


Hotel 

Fri 

147 

292 

99% 

145 

512 

No.3334 

Tianjin 


Mall 

Fri 

211 

362 

72% 

151 

512 

No.3334 

Tianjin 


Mall 

Sat 

260 

385 

48% 

125 

515 

No.3355 

Yangzhou 

mmis 

Mall 

Sat 

90 

203 

126% 

113 

522 

No.3457 

Nantong 


Office 

Sat 

78 

177 

127% 

99 

525 

No.3474 

Shijiazhuang 


Office 

Sat 

76 

152 

100% 

76 

527 

No.3489 

Shijiazhuang 


Office 

Sat 

30 

64 

113% 

34 

531 

No.3513 

Shenyang 


Mall 

Sat 

74 

165 

123% 

91 

533 

No.3569 

Kunming 


Mall 

Sat 

183 

285 

56% 

102 

540 

No.3646 

Wenzhou 


Mall 

Sat 

55 

166 

202% 

111 

545 

No.3714 

Changzhou 


Office 

Sat 

206 

291 

41% 

85 

551 

No.3747 

Wuhan 

mmmnm 

Mall 

Sat 

511 

581 

14% 

70 

560 

No.4263 

Nantong 


Office 

Sat 

182 

294 

62% 

112 

562 

No.4277 

Qingdao 


School 

Fri 

116 

231 

99% 

115 

572 

No.4363 

Shijiazhuang 


Office 

Fri 

86 

211 

145% 

125 

572 

No.4363 

Shijiazhuang 


Office 

Sat 

49 

123 

151% 

74 

574 

No.4382 

Shijiazhuang 

P/jxJiH 

Office 

Sat 

93 

184 

98% 

91 

575 

No.4403 

Shijiazhuang 

Iff 

Mall 

Fri 

166 

315 

90% 

149 

576 

No.4412 

Shijiazhuang 

^LUfBiRir^ 

Office 

Sat 

37 

102 

176% 

65 

577 

No.4417 

Wuhan 


Office 

Sat 

186 

330 

77% 

144 

579 

No.4426 

Wuhan 

IM1jfi 

Mall 

Tue 

387 

493 

27% 

106 

580 

No.4428 

Shenyang 


Office 

Sat 

78 

180 

131% 

102 

588 

No.4519 

Shijiazhuang 

nmmunm 

Office 

Fri 

174 

285 

64% 

111 

591 

No.4562 

Shenyang 


Mall 

Sat 

677 

724 

7% 

47 

592 

No.4588 

Suzhou 


Mall 

Mon 

161 

269 

67% 

108 

594 

No.4602 

Wuhan 


Mall 

Tue 

215 

347 

61% 

132 

600 

No.4649 

Harbin 


Mall 

Sat 

248 

345 

39% 

97 

601 

No.4662 

Suzhou 


Office 

Sun 

82 

184 

124% 

102 

612 

No.4764 

Zhenjiang 


Mall 

Sun 

231 

343 

48% 

112 

613 

No.4766 

Harbin 


Mall 

Sat 

153 

292 

91% 

139 

619 

No.4879 

Kunming 

mwmm-mi* 

Mall 

Fri 

167 

283 

69% 

116 



Average 






72% 

106 


Source: Offline footage tracking and online ordering 
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Smoking Gun Evidence #2: Luckin’s “Items per order” has declined from 1.38 in 2019 2Q to 1.14 in 2019 4Q 


From 2019 40, we gathered 25,843 customer receipts from 10,119 customers in 2,213 stores in 45 cities. The 25,843 receipts 

indicate 1.08 and 1.75 items per order for pick-ups and delivery orders respectively or blended 1.14 (99% confidence level). 

This marked a continuously downward trend of items per order from 1.74 in 2018 IQ to 1.14 in 2019 4Q. 


Luckin’s items per order has declined to 1.14 
# of items per order (4Q19-Jan 20) 25,843 receipts Order Type% - Company 


Pick-up orders 

1.08 

90.0% 

Delivery orders 

1.75 

10.0% 

25 : 843 receipts 

1.14 

100.0% 


Source: Company Information, 25,843 Luckin customer receipts 


Luckin’s items per order on a downward trend 



1Q18 

2Q18 

3Q18 

4Q18 

1Q19 

2Q19 

3Q19 

4019 (25,843 Receipts) 

# of items sold (mn) 

1.5 

12.0 

23.3 

52.9 

43.3 

32.3 

132.7 


# of orders (mn) 

0.8 

7.0 

12.8 

29.5 

32.9 

59.3 

109.3 


Delivery orders 

0.5 

4.3 

6.5 

12.0 

9.1 

11.8 

14.0 


As % of fata! orders 

61 7% 

62.2% 

51.4% 

40.8% 

27.7% 

19.8% 

12.8% 


Delivery Expenses (RMB mn) 

5.4 

44.9 

67.1 

124.8 

94.6 

106.2 

118.7 


Delivery- Expense per delivery order (RMB) 

11 0 

11.0 

ff.O 

11.0 

ff.O 

9.5 

9.0 


# of items per order 

1.74 

1.72 

1.85 

1.80 

1.43 

1.33 

1.21 

1.14 


Source: Luckin Public Filings, Coffee Detective Calculation 1 


This trend can be attributed to the decline of delivery order contribution, as people naturally tend to buy more items to meet the 
free shipping requirement. Through our store visits, we find that the majority pick-up customers only buy one freshly brewed 
drink, because in most cases, a coupon can only be applied to one of the items in the order, according to Luckin. Per company 
presentation and management communication, the percentage of delivery orders indeed declined from 61.7% in 2018 IQ to 12.8% 
in 2019 3Q and further to -10% in early January. 

Decreasing importance of delivery orders 



Percentage of delivery orders 



61 . 7 % 62.2 % 



_ J 


Source: Luckin 2019 3Q Earnings Presentation 


1 All numbers were company reported except “delivery expense per delivery order” was assumed based on tech. 163 article: 
http://tech.163.com/19/0326/08/EB6BUEJK000999CQ.html . 
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Citi Research 


Cltl 


p.4 January 2020| ll:45:43 ET 

Quick Dost: Restaurant Industry: Luckin ■ CFO Takeaways from ICR... 

We caught up with Luckin's CFO, Reinout Schakel: 

|Delivery - Delivery is roughly 10% of the business today| and the company expects to stay around that 
level going forward. Delivery is a tool to help improve perception of convenience for the customer (does 
require some subsidies from the retailer). 

Source: Citi Research quoted CFO & CSO 

Our receipts are collected from more than 10,000 customers in 2,213 stores in 45 cities - distributed in proportion to Luckin’s 
population in terms of city tier and store type (see below for benchmarking). From a statistical perspective, in order to achieve 
95% confidence interval with 2% margin of error on both ASP and items per order, we would require at most 5,000 receipts. We 
increased that five-fold and collected 25,843 receipts to ensure the quality of the data. Our confidence level has achieved 99% 
with 1% margin of error. 


Distribution Comparison: 25,843 Receipts vs. Actual 


Distribution 

25,843 Receipts 

LK population 

By city tier: 

% of orders 

% of stores 

T 1 cities 

38% 

33% 

T2 cities 

44% 

56% 

T3 cities 

18% 

11% 

By store type: 



Office building 

53% 

59% 

Shopping Mall 

35% 

25% 

Schools 

7% 

7% 

Others 

5% 

9% 


Source: 25,843 customer receipts, Luckin APP, Coffee_Detective Calculation 

In addition, items per order is independent to store types or city tiers, as indicated below. Therefore, there’s zero impact on the result 
by simulating a perfect match to the population distribution. Note that for delivery orders, the customer cannot choose the delivery 
store, so the store distribution by type is only applicable to pick-up orders. 


Items Per Order by Store Types 


By Store Type Items Per Order - 

25,843 Receipts 

% o Stores (LK Population) Order Type % -Company 

Office Building 

i.os 

59% 


Shopping Mall 

1 .07 

25% 


Schools 

1 .04 

7% 


Others 

1 .08 

9% 


Pick-up Blended 

1 .07 

100% 

90% 

Delivery 

1.75 


10% 

Total 



1.14 

Difference vs. Receipts 



0% 


Source: Company Information, 25,843 Luckin customer receipts 
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Items Per Order by Cities 
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Source: 25,843 Luckin customer receipts 

Each receipt contains ample information (sample attached below for reference) including when and where a purchase was made, 
whether it’s a pick-up or delivery order, what kind of coupon was used, what was the listed price and actual price paid etc. Investors 
and auditor can access the receipts from the following link: ( Link ) 


Sample Receipts 



Amount due 

Price discounted 

Actual price paid 
(38% of the listed price) 


Store name 


|(NQ.0545)| 


Store ID 


Store address 






Amount due 


Price discounted 

Actual price paid 

1 

If the customer uses 
coffee wallet (prepaid 
money) to pay the order, 
the actual price paid will 
be shown as zero. We 
will proportionally add 
back the amount prepaid 
into the coffee wallet 
(Customers pay 33% to 
67% of the listed price to 
prepay in coffee wallet; 
w r e use flat rate 67%), 
m this case, 
RMB18.09 
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Randomly gathered 25,843 receipts from more than 10,000 customers 
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Smoking Gun Evidence #3: We gathered 25,843 customer receipts and found that Luckin inflated its net selling price per 
item by at least RMB 1.23 or 12.3% to artificially sustain the business model. In the real case, the store level loss is high at 
24.7%-28%. Excluding free products, actual selling price was 46% of listed price, instead of 55% claimed by management. 

Luckin reported a net selling price 2 of RMB 11.2 per item in 2019 3Q. On the earnings conference call on Nov. 13, 2019, Luckin’s 
CFO & CSO Reinout Schakel guided even higher price for 2019 4Q. However, our 25,843 receipts indicate net selling price of only 
RMB9.97, i.e. 12.3% inflation versus the reported case (99% confidence level and 1% margin of error statistically, meaning that we 
are 99% sure the price is in the range of RMB9.87-RMB 10.07, 1% error. 

Actual vs. Reported Price Comparison - Including Free Product 



Source: Luckin Public Filings, 25,843 Luckin customer receipts, Coffee Detective calculation 


Excluding free product, freshly brewed drinks and other products were sold at RMB 10.94 and RMB 9.16 respectively, indicating 
12.3% and 32% inflation versus the reported case. Excluding free product, actual selling price was 46% of listed price, instead of 
55% claimed by management. 


Actual vs. Reported Price Comparison - Excluding Free Product 


Excluding free product 

Report Case 

25,343 Receipts 

Inflation (RMB) 

Inflation % 

Net selling price (RMB) 

12.24 

10.83 

1.41 

13.0% 

% of Net Listed Price 

55% 

46% 



Freshly Brewed Drinks (RMB) 

12.25 

10.54 

1.35 

12.3% 

% of Net Listed Price 

54% 

45% 



Other products (RMB) 

12.05 

5.16 

2.53 

32.0% 

% of Net Listed Price 

57% 

56% 




Source: Luckin Public Filings, 25,843 Luckin customer receipts, Coffee Detective calculation 


Luckin CFO & CSO guided Q/Q ASP growth on 2019 3Q earnings conference call on Nov.13, 2019 

Shlyan Wang Credit Suisse AG, Research Division - Research Analyst 

The weond question is r could you talk about the trend of tu rkey operating metrics into the fourth quarter, especially the ASPj as wo ore 
|soolng increasing promotion lntonslty| by you and other competitors and also the growth outlook for the Luckin Toa products in Q4 given 
the seasonality? 

Reinout Hendrik Schakel Luchin Coffee fnc ■ CFO & Chief Strategy Officer 

Now on your second question in relation to the ASP, we've seen another jhealthy growth of ASP quarter-Qvcr-quarter.j On the one hand, 
that is because in terms of the number of new customers that we attract or the number of free cups that we give as a percentage of total 
transacting customers, obviously, continues to reduce because wo ve been increasing the number of transacting customers. So that has £ 
less dilutive impact on sort of your ASP. 

At the same lime, also, [we coniinue to increase I he number of people that are already paying the price (hat we want them to payj So it r s 
a trend that we have seen in Q2. We obviously see it in Q3. 

In terms of your quest ions jyes, we do expect that trend to continue, in line with what we have been communicating on before| So over j 
time, the sort of the Long-term price that we're looking for is, obviously, that sort of CIMY16 to CNY17, and we gradually will kind of move 
towards that price point over time. 

Source: Luckin 2019 3Q earnings transcript 


2 Net selling price per item was calculated as total net revenue from products over the period divided by total items sold over the period 
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To clarify, we kept our ASP definition consistent with the Luckin’s own reporting metrics - net effective selling price, net of 
VAT, net of coupon. Specifically for its “coffee wallet”, we posited that all coffee wallet purchases are counted at 67% of listed 
price i.e. 1) we don’t count any cups sold at “zero” price 2) even for the buy 10 get 10 free (i.e. only 50% of listed price) 
promotional campaigns in each of July, October, November months, we still count at 67% of listed price as the net effective 
selling price. Therefore, we have a higher probability of overestimating ASP rather underestimating. Applying a perfectly match 
to Luckin’s store distribution, the difference in net selling price will be no more than 1%. 


Net Selling Price Per Item by Store Type 


By Store Type Net Selling Price (RMB) 

- 25,843 Receipts 

% o Stores (LK Population) 

Order Type % -Company 

Office Building 

10.1 

59% 


Shopping Mall 

0.5 

25% 


Schools 

0.1 

7% 


Others 

9.9 

9% 


Pick-up Blended 

9.9 

100% 

90% 

Delivery 

11.8 


10% 

Total 



10.1 

Difference vs. Receipts 



1% 


Source: Company Information, 25,843 Luckin customer receipts, Coffee_Detective calculation 


On the aforementioned earnings call, Luckin’s CFO Reinout Schakel circumvented the question on increasing promotion intensity. 
However, our receipts indicate that they even started to offer free drink coupons to existing users since 2019 40, vs. previously 
only offering free coupons to new users and users invited them. The percentage of free items is supposedly declining per company 
filings. 



New and Existing Customers’ Free Drink Coupon Comparison 
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Source: Luckin APP, 25,843 Luckin customer receipts 


Reported % of free items reduced overtime 



1Q18 

2Q18 

3013 

4018 

1Q19 

2019 

3019 

# of free items (mn) 

0.9 

4.3 

4.6 

12.0 

6.0 

8.0 

10.8 

As % of total items 

58.8% 

36.2% 

19 9% 

22. 7% 

12.4% 

9.7% 

8.1% 


Source: Luckin Public Filings 
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Luckin’s CFO Reinout Schakel said they continued to increase the number of people that are already paying the price that they want 
them to pay. Our receipts indicate the opposite - even in mature markets with more mature customers, the effective price was 
stagnant at RMB 10, excluding the free product. There’s no positive correlation between the net selling price per item and 

the operating months. 


Net Selling Price or % of Listed Price by Cities, Sorted by Date of Entry 


Net Selling Price (RMB) % of Listed Price 

14.0 60.0% 



Dec-17 Jan-18 Mar-18 Sep-18 Oct-18 Nov-18 Apr-19 


Net Selling Price (RMB) % of Listed Price 


Source: 25,843 Luckin customer receipts, Coffee Detective calculation 

In the recent Citi conference in January, Luckin CFO Reinout Schakel mentioned that more than 63% of customers are paying 
RMB 15-16 per cup of coffee. In the 2019 3Q company presentation, they pointed out that 63% of items were sold at more 
than 50% of retail price. However, these are all too good to be true and contradict our receipts findings. Our receipts indicate 
only 28.7% of items were sold at more than 50% of listed price. In fact, the majority of items were sold at 28%-38% of 

listed price, i.e. Luckin’s core customers are still very price sensitive. Only 39.2% of customers paid a price higher than 

RMB 12 and only 18.9% were paying more than RMB 15 per cup of coffee. 


Citi Research 



^4 January 202^ 11:45:43 ET 

Quick post: Restaurant industry: Luckin - CFO Takeaways from ICR,.. 

We caught up with LuckfrVs IcFO, Reinout Schakel: | 

Pricing Differential vs. Starbucks - Starbucks 1 cost per cup is ^20RMB vs. Luckin at ^lORMIB - location I 
costs are the biggest driver of the cost delta. 

Dynamic Pricing - Frequency retention, and ARPU are the key variables that drive dynamic pricing. More 
than 63% of customers are paying 15’16RMB per cup of coffee - so the company has increased the 
number customers v-'ho are paying a more normalized price for a cup of coffee (average price includes 
discounts). 


Source: Citi Research quoted CFO &CSO 
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2018 


1H2019 


3Q2019 


Number of 
items sold at 
more than 50% 
of retail price: 


Percentage of 
items sold at 
more than 50% 
of retail price: 


15.5mn 


64.7mn 


83.2mn 





49.2% 


62.7% 


Source: Company Presentation 


% of Retail Listed Price Distribution - All Items 



Source: 25,843 Luckin customer receipts, Coffee Detective calculation 


30 . 0 % 


Per Cup Coffee Price Distribution 


25 . 0 % 

20 . 0 % 


15 . 0 % 

10 . 0 % 



0 1 234567 fl 9 10 11 12 1314 1516 17 IB 1920 21 22 232425 2627 2829 RMB 
Source: 25,843 Luckin customer receipts, Coffee Detective calculation 


Why does ASP matter? If investors still remember Luckin’s own sensitivity analysis on store profitability during their 
presentations, they will find that ASP is the key factor for store level profitability. They pointed out, selling at RMB 16 per item at 
400 items per store per day, the store level profitability can be as high as 28.4%. The lower end of ASP below RMB 12, which is 
closer to the real case, is somehow omitted in management’s analysis, representing a much more struggling profitability outlook. 
Under the real case, i.e. 263 items per store per day with net selling price of RMB 9.97, the store level LOSS is at 28.0%, 

based on management presentation. Note that all numbers are provided by management. Take one step back, we give the company 
some credits for achieving economy of scale through sending free coffees and take down the costs at 2019 2Q reported numbers, 
the store level loss is still as high as 24.7%. At current price level, they can only achieve store level profitability by selling 800 
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items per store per day or they have to increase the effective selling price to RMB13 minimum. That’s why they need to fabricate 
the ASP numbers to sustain their business model. 

Store Level OPM Sensitivity Analysis -Management Presentation Case 


Case: Management Presentation 
Net Selling Price (RMB) 


items per store per day 
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-171% 

-99.4% 

-32.3% 

-75.5% 

-63.6% 

-56.5% 

-51.7% 

-43.3% 

-45.7% 

-43.3% 

3 

-262% 

-137% 

-74.5% 

-59.5% 

-53.5% 

-43.2% 

-36.9% 

-32.7% 

-29.3% 

-27.5% 

-25.3% 

9 

-222% 

-111% 

-55.1% 

-41.3% 

-36.6% 

-27.3% 

-21.7% 

-13.0% 

-15.3% 

-13.4% 

-11 .3% 

ID 
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-90% 
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-23.0% 

-23.3% 
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-2.3% 

-0.9% 
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-11.7% 

-4.1% 

0.4% 

3.5% 

5.6% 

7.3% 

3.5% 

12 

-142% 

-53% 

-16.3% 

-6.3% 

-2.4% 

4.5% 

3.7% 

11.5% 

13.5% 

15.0% 

16.1% 
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1.9% 

5.5% 
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22.6% 
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21.3% 
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-26% 
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27.0% 
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30.3% 

32.0% 

32.9% 
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31.5% 
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35.1% 
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37.1% 
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-71% 

-12% 

17.9% 

24,9% 

27.7% 

32.6% 

35.6% 

37.5% 

33.9% 

40.0% 

40.3% 

13 

^1% 

-5% 

22.4% 

29.1% 

31.7% 

36.4% 

39.1 % 

41.0% 

42.3% 

43,3% 

44.1% 

21 

-33% 

10% 

33.5% 

39.2% 

41.5% 

45.5% 

47.3% 

49.4% 

50.6% 

51.4% 

52.1% 

24 

-21% 

21% 

41.3% 

46.3% 

43.3% 

52.3% 

54.4% 

55.3% 

56.7% 

57.5% 

53.1% 


Source: Company Presentation, Coffee_Detective calculation 


Key cost assumptions 


■ Cost of raw materials: RMB5.00 / item 

■ Low value consumables: RMB0.25 / item 

■ Logistic and storage : RMB0.70 / item 


■ Payroll: RMB3.00 / item 

■ Rental expenses: RMB15K / month / store 

■ Utilities and others: RMB5K / month / store 


V 


(1) Delivery subsidy is calculated as delivery expenses subtracted by delivery revenues 


Excluding delivery subsidy d) 

Income tax rate: 15% 

Equipment depreciation: 5 years / linear 
Renovation depreciation: 3 years / linear 

___ J 


Source: Company Presentation, Coffee Detective calculation 


Store Level OPM Sensitivity Analysis -2019 2Q case with reported costs 


Case: 2-0.19 

Net Selling Price (RMB) 


Items per store per day 



50 

100 

200 

263 

300 

400 

500 

600 

700 

300 

900 

7 

-309% 

-166% 

-94.7% 

-77.6% 

-70.9% 

-53.9% 

-51.3% 

-47.0% 

-43.6% 

-41.0% 

-39.0% 

3 

-253% 

-133% 

-70.4% 

-55.4% 

-49.5% 

-39.1% 

-32.3% 

-23.6% 

-25.6% 

-23.4% 

-21.7% 

9 

-213% 

-107% 

-51.4% 

-33.1% 

-32.9% 

-23.6% 

-13.0% 

-14.3% 

-11 .7% 

-9.7% 

-3.1% 

10 

-137% 

437% 

-36.7% 

-24.7% 

-20.0% 

-11.6% 

-6.6% 

-3.2% 

-0.3% 

1.0% 

2.4% 

11 

-161% 

-69% 

-23.9% 

-13.0% 

-3.7% 

-1.1% 

3.4% 

6.5% 

3.6% 

10.3% 

11.5% 

12 

-139% 

-55% 

-13.6% 

-3 6% 

0.3% 

7.3% 

11.5% 

14.3% 

16.2% 

17.7% 

13.9% 

13 

-120% 

-43% 

-4.3% 

4.4% 

3.0% 

14.4% 

13.3% 

20.3% 

22.7% 

24.1% 

25,1% 

14 

-105% 

-33% 

2.6% 

11.2% 

14.6% 

20.5% 

24.1% 

26.5% 

23.2% 

29.5% 

30.5% 

15 

-91% 

-24% 

9.1% 

17.1% 

20.3% 

25.3% 

29.2% 

31.4% 

33.0% 

34.2% 

35.1% 

16 

-79% 

-16% 

14.3% 

22.3% 

25.3% 

30.5% 

33.6% 

35.7% 

37.2% 

33.3% 

39.2% 

17 

-69% 

-10% 

19.3% 

26.9% 

29.6% 

34.6% 

37.5% 

39.5% 

40.9% 

41.9% 

42.7% 

13 

-59% 

-4% 

24.3% 

30.9% 

33,6% 

33.2% 

41.0% 

42.3% 

44.2% 

45.2% 

45,9% 

21 

-36% 

11% 

35.1 % 

40.3% 

43.0% 

47.0% 

49.4% 

51.0% 

52.1% 

53.0% 

53.7% 

2:4 

-19% 

22% 

43.2% 

43.2% 

50.2% 

53.6% 

55.7% 

57.1% 

53.1% 

53.9% 

59.4% 


Source: Company Presentation, Company Filings, Coffee Detective calculation 
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Smoking Gun Evidence #4: Third party media tracking showed that Luckin overstated its 2019 3Q advertising expenses 
by over 150%, especially its spending on Focus Media 

Luckin disclosed its quarterly advertising expenses before Mar 31 2019 in its IPO prospectus. After IPO, its advertising expenses 
can be calculated using the breakdown of new customer acquisition costs on its quarterly earnings release presenations. 


Luckin’s reported selling and marketing expenses breakdown 


For the three months ended 


March 31, 

June 30, 

September 30, 

December 31, 

March 31, 

2018 

2018 

2018 

2018 

2019 

RMB % 

RMB % 

RMB % 

RMB % 

RMB % 


(in thousands, except for percentages) 


Advertising expenses 

39,848 

73.2% 101,842 57.2% 127,372 

56.5% 

93,080 

32.3% 

40,143 

23.9% 

Others 

1,694 

3.1% 2,555 1.5% 2,380 

Source: Luckin IPO Prospectus 

1.1% 

4,487 

1.5% 

3,532 

2.1% 


New customer acquisition costs 

■ Free product promotion expenses (1 > 
Other new customer acquisition costs (2> 


Notes: 

< 1 > 

(2) 


(RMB) 55.2 



48.1 


16.9 

41.6 

48.7 

10.1 

m 

ia 


1Q2019 202019 3Q2019 


New transacting customers 


(in millions) 


1Q19 

2Q19 

3Q19 

Other new customer acquisition costs - Per new customer (RMB) 

10.1 

41.6 

48.7 

4.3 > 4 5 - 9 ) 7 9 

New transacting customers (RMB million) 

4.3 

5.9 

7.9 

Calculated as free product promotion expenses / number of new transacting customers 

Advertising expenses and others (RMB million) 

44 

246 

387 

during the period 

Advertising expenses (RMB million) 

40 

242 

382 

Calculated as (advertising expenses * other sales and marketing expenses excluding delivery) 

/ number of new transacting customers during the period 

Others (RMB million) 

4 

4 

4 


Source: Luckin 2019 3Q Earnings Release Presentation 


The reported quarterly advertising expenses are summarized below: 



1Q18 

2Q18 

3Q18 

4Q18 

1Q19 

2Q19 

3Q19 1 

Advertising expenses (RMB million) 

40 

102 

127 

93 

40 

242 

382 


In 2019 2Q’s earnings call, the company disclosed for once that Focus Media accounted for RMB 140 million of the total RMB 
240 million + advertising expense in 2019 2Q (they only managed to explain RMB 154.5 million, or 64% of the total advertising 
spending RMB 242 million). 

The data tracked by CTR Market Research showed that Luckin overstated 2019 30 advertising expenses by over 150%: 

2019 3Q CTR implied Focus Media spending was RMB 46 million, only 12% of Luckin’s reported advertising expense, a 

much lower level than previous quarters. Assuming Luckin spent a similar amount on non-Focus Media advertising expenses in 
2019 3Q, Luckin overstated its advertising expense by 158%. 


1 rmb million 

1Q18 

2Q18 

3Q18 

4Q18 

1Q19 

2Q19 

3Q19 

4Q19 

Luckin reported 

Reported total advertising expenses 

40 

102 

127 

93 

40 

242 

382 


CTRtrackina 

CTR tracking list price 

248 

872 

1,186 

845 

283 

1,438 

579 

646 

List price to actual expense ratio 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

CTR tracking implied ad expense 

20 

70 

95 

68 

23 

115 

46 

52 

CTR as % of reported 

50% 

68% 

75% 

73% 

56% 

48% Q 

12% 



Source: Luckin Filings, CTR Market Research 
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Source: Luckin filings, CTR Market Research 


CTR Market Research tracks actual advertising broadcasting of different brands on various media channels, including all the three 
major media channels of Focus Media: LCD display network (office building elevators), poster/digital frame network (residential 
building elevators), and movie theater network - accounting for 82%, 17% and 1% of Focus Media’s total revenue in first half of 
2019, respectively, based on Focus Media’s interim report 2019. 


Below are CTR’s monthly tracking results of Luckin’s advertising spending on Focus Media’s channels. Luckin’s spending was 
reduced to a minimum level from September to November 2019, but rebounded in December 2019. Fraud Started 


CTR tracking - Luckin 


Media list price rmb m 18/01 

18/02 

18/03 

18/04 

18/05 

18/06 

18/07 

18/08 

18/09 

18/10 

18/11 

18/12 

19/01 

19/02 19/03 

19/04 

19/05 

19/06 

19/07 

19/08 19/09 19/10 

19/11 

19/12 

LCD Display 

- 

53 

126 

266 

272 

110 

257 

290 

321 

239 

200 

188 

47 

149 

100 

716 

261 

266 

. 

- 

503 

Y/Y Growth 














18% 

-62% 

164% 

137% 

4% 




M/M Growth 




111% 

2% 


133% 

13% 


-26% 

-16% 





614% 


2% 




Poster/Digital Frame n< 

. 

5 

54 

13 

89 

23 

96 

107 

117 

89 

82 

48 

16 

71 

33 

104 

86 

111 

. 

5 

137 

Y/Y Growth 














31% 

152% 

16% 

281% 

16% 




M/M Growth 





578% 


323% 

12% 


-24% 

-8% 





211% 


28% 




Movie theater network 

8 

2 

. 

31 

48 

19 

. 

. 

. 

. 

. 

. 

. 

. 

. 

42 

94 

140 

62 

. 


Y/Y Growth 

M/M Growth 
















-12% 

389% 

48% 

-56% 



Total 

8 

59 

180 

311 

409 

152 

352 

397 

438 

328 

282 

235 

63 

220 

134 

862 

442 

517 

62 - 

5 

640 

Y/Y Growth 













698% 

22% 

-57% 

111% 

190% 

47% 

-84% 

-98% 

172% 


Source: CTR Market Research 


The dollar amount in CTR’s raw data is media list price, which could be significantly higher than the actual advertising spending. 
To calculate the conversion rate between list price and advertising spending, we calculated it between CTR’s tracking of total 
Focus Media broadcasted advertisements with Focus Media (002027 CH)’s reported revenue. Based on the data from 2019 IQ to 
3Q, Focus Media’s actual revenue is around 8% of CTR tracked media list price. 


Rmb million 

18Q4 

19Q1 

19Q2 

19Q3 1 

1 19H1 

CTRTrackina 

Total Focus Media 

39,247 

37,134 

35,421 

39,819 

72,555 

LCD Display and Poster/Digital Frame networks 

31,613 

28,503 

28,133 

31,679 

56,637 

LCD Display 

10,099 

7,170 

7,752 

9,261 

14,922 

Foster/Digital Frame networks 

21,514 

21,334 

20,381 

22,418 

41,715 

Movie theater network 

7,633 

8,630 

7,288 

8,140 

15,918 

Company Reported Revenue 

Total Focus Media 

LCD Display and Foster/Digital Frame networks 
Movie theater network 

Others 

3,675 

2,611 

3,106 

3,189 

5,717 

4,698 

982 

37 

Company Reported as %of CTR 

Total Focus Media 

9 . 4 % 

7 . 0 % 

8 . 8 %) 

8 . 0 % 

7 . 9 % 


LCD Display and Foster/Digital Frame networks 8 . 3 % 

Movie theater network 6 . 2 % 

Source: Focus Media filings, CTR Market Research 


According to its accounting policy listed in its financial reports, Focus Media’s advertising revenue is recognized “when the 
advertisement is broadcasted to the public”, which is the same time as CTR tracked advertising broadcasting, and the time when 
Luckin should book its advertising expense. 
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CTR also publishes on their website monthly, quarterly and annual report of largest advertisers based on their tracking. For May 
2019 (Link), for example, CTR noted that Luckin was the largest advertiser combining all the media channels it tracked , 

including traditional outdoor, TV, radio, and the three channels Focus Media used most. Note that Luckin spent 83% of its total 
tracked advertising budget on LCD display network, 12% on poster/digital frame network, and 5% on movie theater network in 
that month. 


T op 10 Brands on Outdoor Media Advertising and T heir Spending Breakdown, May 2019 



Brand 


Traditional 1 



Outdoors | 


mW 


Luckin Coffee 

Sl^ 

00% 






00% 



- 


"W 


BORGWARD 


- 


mi 

4.9% 



0.0% 



5.8% 



4 1% 

> 








Radio 


rm 


0 . 0 % 

3lO% 

00 % 

00 % 

Q&* 



Source: CTR Market Research 

However, Luckin’s ranking in LCD Display and Poster/Digital Frame top advertisers fell quickly in June and July 2019, and 
even fell out of the top 10 starting from August 2019 ( Link ). 

For the easier use of investors, we draw out the ranking, year-on-year and month-on-month growth of Luckin’s spending ever 


reported in CTR reports. 


Fraud Started 


LK*s spending ranking 


LK*s spending growth 

18/01 

18/02 

18/03 

18/04 

18/05 

18/06 

18/07 

18/08 

18/09 

18/10 

18/11 

18/12 

19/01 

19/02 

19/03 

19/04 

19/05 

19/06 

19/07 

19/08 

19/09 

19/10 

19/11 

LCD Display 

10+ 

NA 

13 

6 

7 

11 

4 

4 

6 

6 

8 

NA 

10+ 

20+ 

12 

18 

1 

6 

6 

10+ 

NA 

10+ 

10+ 

Y/Y Growth 















18% 

-62% 

164% 

137% 

4% 





M/M Growth 




111% 

2% 


133% 

13% 


-26% 

-16% 






614% 


2% 





Poster/Digital Frame 

10+ 

NA 

NA 

42 

4 

20 

5 

4 

5 

6 

5 

NA 

10+ 

20+ 

4 

16 

1 

3 

4 

10+ 

NA 

10+ 

10+ 

Y/Y Growth 















31% 

152% 

16% 

281% 

16% 





M/M Growth 





578% 


323% 

12% 


-24% 

-8% 






211% 


28% 





Movie theater 

10+ 

NA 

NA 

10+ 

10+ 

NA 

10+ 

10+ 

10+ 

10+ 

10+ 

NA 

10+ 

20+ 

20+ 

20+ 

14 

4 

1 

3 

NA 

10+ 

10+ 

Y/Y Growth 

M/M Growth 

















-12% 

389% 

48% 

-56% 





Note 1: 10+, 20+: Not in Top 10 or Top 20 advertiser list of the month 
Note 2: NA: CTR tracking report not available to public 


Source: CTR Market Research 


So where did the money go? Clues might be found from the similar amounts of overstated store-level profit and 

advertising expenses. 


Luckin claimed to have achieved “store-level profitable” in 2019 3Q. Combining Smoking Gun Evidence 1 to 3, Luckin actually 
hided store-level loss into below-store level, instead of really surpassing the breakeven point at store level. 

The real case in Luckin’s store level results are sales volume of 263 items per store per day sold at an ASP of RMB 9.97. 
Comparing the real case and the reported case, Luckin overstated its store-level operating profit by RMB 397 million in 2019 
3Q. Coincidentally, the difference between Luckin’s reported advertising expense and its actual spending on Focus Media 
tracked by CTR is RMB 336 million , similar to the overstated store-level operating profit. Moreover, both misstatements 
became evident from 2019 3Q . It’s possible that Luckin channeled its overstated advertising expense back to conduct the fraud 
in revenue and store-level profit. 
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Unit 


3Q19 


Reported 

Store level operating profit - reported 

RMB Million 

186 

Advertising expense - reported 

RMB Million 

382 

Real case 

Items per store per day 


263 

Average selling price 

RMB 

9.97 

Average revenue per store per day 

RMB 

2,622 

Average revenue per store per month 

RMB 

78,663 

Average number of directly-operated stores 


3,322 

Total product revenue 

RMB Million 

784 

Store level operating profit 

RMB Million 

(210.9) 

Store level OPM from sensitivity analysis 


-26.9% 

Advertising expense on Focus Media - real 

RMB Million 

46 

Difference: Reported - real 

Difference in store level profit 

RMB Million 

(397) 

Difference in advertising expense 

RMB Million 

336 

Source: Luckin filings, offline footage tracking, receipt tracking 


Smoking Gun Evidence #5: Luckin’s revenue contribution from “other products” was only about 6% in 2019 3Q, 
representing a nearly 400% inflation, as shown by 25,843 customer receipts and its reported VAT numbers. 

Luckin’s ambition is never a coffee company. Its mission is to be “everyone’s everyday life, starting with coffee!” That makes 
“other products”, i.e. non-freshly brewed drinks, e.g. light meals, juices, nuts, mugs etc. an important offering - its revenue 
contribution was reported increased from 7% in 2018 2Q to 23% in 2019 3Q, and item contribution increased from 6% to 22% 
correspondingly. 


Mission: to be "everyone's everyday life, STARTING with coffee 


Luckin: NOT ONLY COFFEE ■ No. of SKUs to increase 


Oct, 2017 


Mar, 2019 


Apr, 2019 


Luckin is enriching product offerings (~100 
SKUs) to increase customer purchase 
frequency and sales revenue. It captures 
more cross-selling opportunities by 
introducing selective new products 
complementary to the existing offerings 
and fulfill the target customers' daily need 



Coffee 


Other products 
(snacks, juice, lunch box ...) 


Tea 


Source: Company presentation 
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Net revenues breakdown and growth 


Product revenue growth 

QoQ 893 % 108 % 93 % 2 % 95 % 72 % 

YoY 3955 % 698 % 558 % 


Breakdown of total revenue 


Net revenues from freshly brewed drinks 
Net revenues from other products 
Others « 

2S: 

Mainly Include delivery fees paid by customers 


1 

102018 202018 


48 

348 



302018 402018 1Q2019 202019 302019 


r 


Other products 

1Q18 

2Q18 

3Q18 

4Q18 

1Q19 

2Q19 

3Q19 

As % of revenue 

10.8% 

7.0% 

14.3% 

19.6% 

17.6% 

23.2% 

22.6% 

As % of items 

7.3% 

6.4% 

19.8% 

24.0% 

19.7% 

23.7% 

21.7% 


Source: Luckin public filings 


However, for the 981 store-days we tracked, only 2% of the pick-up orders were found containing non-freshly brewed products . 

The 25,843 receipts further indicate that 4.9% and 17.5% of items for pick-up and delivery orders were “other products”, blended 
6.2%, i.e. inflated by nearly 400%. Again, people naturally tend to buy more “other products” for delivery orders to meet free 
shipping requirement. But if the delivery order % decreased dramatically from 62% in 2018 2Q to almost 10% now, how come “% 
of revenue from other products” increased from 7% to 23% in the same period? 

Luckin’s % of items from “other products” 

Other products - % in items (4Q19-Jan 20) 25,843 receipts Order Type% - Company 


Pick-up orders 

4.9% 

90.0% 

Delivery orders 

17.5% 

10.0% 

25,843 receipts 

6.2% 

100.0% 

Source: Company information, 

25,843 Luckin customer receipts 



Decreasing importance of delivery orders 



Percentage of delivery orders 



61 . 7 % 62 . 2 % 



_ J 


Source: Luckin 2019 3Q earnings presentation 

Luckin’s VAT rate in the latest Form F-l Filing also supported our findings: According to State Tax Administration of the PRC, 
the VAT rates for selling goods and services are different. For providing services, e.g. selling freshly brewed products, or delivery, 
the VAT rates are both subject to 6%. For selling goods, e.g. selling packaged food and beverages, i.e. “other products” here in 
Luckin’s case, the VAT rate is 13% since April 2019 (or 16% previously). This was further confirmed by the VAT invoices we 
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collected after shopping at Luckin (see samples below). With Luckin’s revenue breakdown, we can calculate a blended VAT rate 
and compare to company reporting. 

Weighted average on net revenue contribution % by product category, we find that the calculated VAT perfectly matched reported 
case in 2018 4Q, full year 2018 and 2019 IQ (refer to the line chart below), prior to IPO. 

However, for 2019 2-3Q, the gap widened abruptly and sharply - reported VAT rate was 6.5% while calculated was 7.6%. 

From another perspective, to reconcile with 6.5% VAT as reported, the revenue contribution from other products would be 
actually 7%, which is very close to the 6.2% derived from 25,843 receipts, compared to company reported 22%-23%. 

In that case, either the actual revenue contribution from “other products” was 6%-7% in 2019 3Q or Luckin was committing a 
tax evasion. 


Luckin’s reported VAT cannot match reported operating data 


4Q18 


2013 


1Q19 


2-3Q19A 


Net revenue (RMB mn) 

VAT (RMB mn) 

465.4 

36.6 

840.7 

62.9 

478.5 

36.6 

2 

! ? 450.7 

159.4 


VAT rate - reported 

7 . 9 % 

7.5% 

7.5% 


6 . 5 % 


Difference vs. weighted average 

-0 1 % 

-0 1 % 

-0 1 % 


- 1 . 1 % 


Net revenue \ contribution - reported 

100 . 0 % 

100 . 0 % 

100 0 % 

100 . 0 % 


Freshly Brewed Drinks 

74 . 5 % 

77 . 3 % 

75 . 5 % 


73 . 6 % 


Other Products 

19 . 6 % 

16 . 1 % 

17 . 6 % 


22 . 8 % 


Others - delivery fees paid by customers 

5 8 % 

6 . 6 % 

70 % 


3 6 % 


VAT rate - weighted average calculated 

8 . 0 % 

7 . 6 % 

7 . 8 % 


7 . 6 % 


Freshly Brewed Drinks 

6 . 0 % 

6 . 0 % 

6 . 0 % 


6 0 % 


Other Products 

16 . 0 % 

16 . 0 % 

16 . 0 % 


13 . 0 % 


Others - delivery fees paid by customers 

6 . 0 % 

6 0 % 

6 . 0 % 


6 0 % 


How to get G.5% VAT rate as reported? 





6 . 5 % 


Net revenue % contribution from other products 

7 . 0 % 



Mismatch 


To reconcile with reported VAT, 
implied revenue % from other products 
is as low as 7% 


Source: Luckin public filings, Coffee Detective calculation 


To confirm other products are subject to a 13% VAT rate, we made some purchases at Luckin and requested VAT records. It clearly 
shows 13% VAT rate for nuts, muffin, juice etc., and 6% for freshly brewed drinks and delivery fee. Anyone who wants this 
information can require the VAT records through Luckin’s APP after purchase. 
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VAT Invoice (Guangdong) 

r /f> *f if # **** 



ft* QJft 
& # 


p ' TK «r 

■ ■’ + I' I 
•?'•• rir nw 'Mu 


% # 

MfcAiR#]-* 
*fc *t. # 


?■ i ■■! ■ r i ?■ i .-■>•!*- i .. 
i ■ . ■ v : • *::: +-M-. 

z'O-fc 1 - j-’ia; 

—- ■ * ’ - ' ■ ■ I* — ■- ■ - % .J 


***£#.#*, a**# 

^Details pis see the service list) 


it 




4Mi 


it * 


S< iler: Luc kin Co Tee (Guangzl ou) Co., Ltd. 


* ft 


£ « 


69.57 

V 


AT l ate 


Net selling i >rice 
¥ 69.571 


13% 


4*. « 


VAT 

¥9.03 


* (r^H) 

MSLAiK*]-?-: 91440101MA5APY3 8 9E 
& *, *: rtH^fisE^^J&668^^903020-37588609 

jt/MtAft-y: ±WW^XJIMBfTKl&WPa^SirttH*WQ3ttT8223007880U00000151 


H'3?)¥78.60 . j 

Actual price paid 







ft*K: |$£ 


4#«*: (♦r 


m&m# 

Taxable product/service list 


mxjs**.+A 


U>a) 


Seller: Luckin Coffee (Guangzhou) Co., Ltd. 


15 * l 15 




»«(**)«« 



♦(ft 

ft ft 

♦ 1 ft 

£ ft 

K* 

(ft ft 


ft 

! 

13.27433628 

13.2 

13% 

1.73 





-4.5 

13% 

-0.59 


ft 

1 

10.61946903 

10.6 

13% 

1.38 





-3.6 

13% 

-0.47 

1 juice 

HE 

1 

21.23893805 

21.2 

13% 

2.76 




-18.5 

13% 

-2.42 


* 

1 

13.27433628 

13.2 

13% 

L73 





-4.5 

13% 

-0.59 


ft 

1 

26.54867257 

26.5 

13% 

3.45 





-9.0 

13% 

-L17 

ks 

ft 

1 

19.46902655 

19.4 

13% 

2.53 




-6.6 

13% 

-0.86 


t 

I 

14.15929204 

14.1 

13% 

1.84 





-4.8 

13% 

-0.63 


HE 

1 

21.23893805 

21.2 

13% 

2.76 





-18.5 

13% 

-2.42 




All 

P 

other produc 

ts: 





13°/ 

) VAT rate 







T 69.57 


Y 9.03 





Y 69.57 


Y 9.03 


*it 

Att 


>*£*01.0***** 


Nuts 

Nuts 


♦ttM4*Wfcftftft*H- V.UIUHUUU 
Bakery 
Bakery 

> *£#nl«ia*4Tii??*T : i2flfc hna< 

««M*»wattW Bakery 
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Red Flag #1: Luckin’s management has cashed out on 49% of their stock holdings (or 24% of total shares outstanding) 
through stock pledges, exposing investors to the risk of margin call induced price plunges 

Luckin’s management stresses that they have never sold a single share of the Company; however, they have already 

cashed out through stock pledge financing. The number of shares pledged is almost half of their total stakes and is worth 

~$2.5 billion at current price. 


Stock pledge financing is a common approach for management to get funding without selling stakes directly which is often seen 
as a negative sign by investors. However, at the same time it is also considered as one of the key red flags in company due 
diligence given that significant amount of stock pledge could create a negative loop resulting in instances of share price collapse. 
Management can pledge their securities as collateral for loans from banks and brokerages. When pledged shares fall in value, 
lenders demand that borrowers post more cash or collateral. If they can’t cough up the money, lenders can sell shares to recoup 
what they are owed, further depressing stock prices and prompting additional demands for collateral. There are numerous cases of 
stock plunge driven by share pledge financing across Hong Kong and mainland China (please refer to articles below). 


THE WALL STREET JOURNAL. 

EngnuiEatw • January18ZOJO Prm&MMn vidto 

World U S PoMks Economy Buurwts Tach Markets Opiraon Life & Juts Real Estate WSJ Maoazme 


WSJ 


Future of Everything 



SignUp 


Chinese Stocks Pledged to Lenders Raise ‘Doom Loop’ Fears 

Nearly 10% of shares in mainland China are used as collateral for loans by large shareholders 


Sdioff 

Chinese stocks have entered a Bear market this year, with tech-heavy Shenzhen mdeces hardest-hit 

Index performance this year 


a 




By Mike Bird 

updated Oct 24.2018 S44 am ET 

Q saw Q hwt aA tot iP 

Chinese stocks are widely used as collateral for loans. That Introduces extra vulnerabilities 
to a falling market, so authorities are now attempting to contain the risks. 

What's Happening 

Nearly 10% of shares in mainland China are used as collateral for loans by large 
shareholders. The practice has boomed even as margin lending, another form of share- 
backed borrowing, has decreased. Margin lending helped fuel a market selloff in 2015, as 
retail investors were forced to dump shares to cover their losses. 

“Users of financial leverage In equities have shifted from retail Investors in the 2015 
episode to major shareholders in the form of stock-pledged loans.” Goldman Sachs analysts 
said In a research note this week. 


Markets 

Hong Kong's Billion-Dollar Plunges Show 
Share Pledge Danger 

By Sofia Horta e Costa and Beniamin Robertson 

January 23,2019,9:03 AM GMT+8 Updated on January23,2019,1:22PM GMT+8 

► Company founders can use stock as collateral and not reveal it 

► Jiayuan's 89% drop was only the latest case to hit investors 

Hong Kong's share pledge problem is raising its head once again. 

Jiayuan International Croup Ltd. sank as much as 89 percent on Thursday 
on what turned out to be a margin call on stock used as collateral by Its 
chairman. The sudden plunge, the biggest decline in the world this year of a 
company worth more than $1 billion, w as the latest example of a Hong 
Kong-listed business losing almost all its value in a matter of minutes and 
then revealing that an insider had pledged a substantial amount of their 
shares for loans. 


It’s an unfortunately common peril for investors in the city, with Jiayuan 
following China Huishan Dairy Holdings Co.. Digital Hollywood Interactive 
Ltd. and a host of other businesses in recent years. To reduce the risk to 
shareholders, authorities need to find the right balance between providing 
more information and protecting executives' privacy, said Cary Cheung, 
chairman of the Hong Kong Securities Association. 
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Source: https://www.wsi.com/articles/chinese-stocks-pledged-to-lenders-raise-doom-loop-fears-1540356191 
https://www.bloomberg.com/news/articles/2019-01-23/hong-kong-s-billion-dollar-plunges-highlight-share-pledge-danger 


In the case of Luckin, its management collectively pledged almost half of their shares, as collateral for loans (61 million ADS), 
representing 24% of Luckin’s total shares, even more than the total amount of public offering Luckin did in May 2019 IPO and 
Jan 2020 placement (51 million ADS). According to Luckin’s prospectus issued on Jan 8, 2020, Company Chairman Charles 
Zhengyao Lu, CEO Jenny Zhiya Qian, and Sunying Wong, sister of Chairman Charles Zhengyao Lu, all pledged 30%, 47% and 
100% of their shares owned respectively. Sunying Wong was not disclosed as the sister of Charles Zhengyao Lu in Luckin’s 
prospectus but such relationship was disclosed in 2018 Annual Report of UCAR (#^1 ft#, 838006 CH, a NEEQ 3 listed 
company related to Chairman Lu). Luckin’s management in total cashed out almost half of their stakes through stock pledge and 
left rest investors with significant risk of stock collapse. The stock pledge detail is summarized in below table (please also refer to 
the exact information from the prospectus at the end of the section). 


3 NEEQ stands for The National Equities Exchange and Quotations, which is a Chinese over-the-counter system for trading the 
shares of a company that is not listed on either the Shenzhen or Shanghai stock exchanges. The NEEQ exchange is nicknamed the 
"New Third Board.” 
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Luckin Management Share Pledge Summary 



# of ADS 

Held 

Ownership 
in Luckin 

# of 

Pledged ADS 

Pledged as % of 
ADS Held 

Pledged ADS as % of 
Total ADS Outstanding 

Charles Zhengyao Lu - Chairman 

60,606,438 

23.9% 

18,181,931 

30.0% 

7.2% 

Jenny Zhiya Qian - CEO 

39,062,500 

15.4% 

18,262,532 

46.8% 

7.2% 

Sunying Wong - Chairman's sister 

24,609,375 

9.7% 

24,609,375 

100.0% 

9.7% 

Total 

124,278,313 

49.1% 

61,053,838 

49.1% 

24.1% 


Source: Prospectus as of January 8.2020 

https://www.sec.yov/Archives/edgar/data/1767582/000104746920000079/a2240174zf-Lhtm 

Note: 1 ADS = 8 ordinary shares 


Proof of relationship between Chairman Lu and his sister Wong Sunying 

Wong Sun Ying is Chairman Charles Zhengyao Lu’s sister 
9 Guo Li Chun — Mission Excellence Limited dtj Wong Sun Ying }$$>J > 


Wong Sun Ying — Golden Ares Limited e 6 Pau Hak Kan ® $>J , Pau Hak Kan 


Wong Sun Ying (SKjIiifiS; Star Vantage (China) Limited e 6 Paau Siu Wan , 

Paau Siu Wan Wong Sun Ying h/L~~ 

Source: page 46 ofUCAR (838006 CH) 2018 Annual Report 
http://www. ucarinc. com/ucarinc/ir/attachments/ucarinc annou270.pdf 


Details of Share Pledge by Management 

Charles Zhengyao Lu - Chairman: Haode Investment Inc. and Primus Investments Fund L.P. 


(1) 

Represents (i) 297,351,500 Class B ordinary shaies held by Haode Investment Inc., a British Virgin Islands company wholly owned by Haode International 
Limited and ultimately controlled by Lu Family Trust, a trust established under the law r s of Cayman Islands and managed by' IMF (Cayman) Ltd. as. the trustee, 
Liehun Guo, Mr. Lu 1 * spouse, as the settlor of the trust and Ms. Guo and her family members as the trust’s beneficiaries; and (ii) 1 87,500,000 Cl ass B ordinary - 
shares held by Primus Investments Fund, L.P. , a Cayman Islands company wholly owned by Haode Investment Inc. and ultimately controlled by |Lu Family | 
Trust. The registered address of Haode Investment Inc. is Vistra Corporate Services Centre, Wickhams Cay II, Road Town, Tortola, British Virgin Islands. The 
registered addie ss of Primus Investments Fund. L.P. is 4th Floor, Harbour Place. 103 South Church Street. P.O. Box 10240, Grand Cayman KYI- IKX12, 

Cayman lslands.| 89,205,450 Class B ordinary shares held by Haode Investment Inc, and 56.250,000 Class R ordinary shares held by Primus Investments Fund. | 

|L P. have been pledged to an affiliate of an underwriter to secure a borrowing. | 

Jenny Zhiya Qian - CEO: Summer Fame Limited 

( 2 ) 

Represents 312300,000 Class B ordinary shares held by Summer Fame Limited, a British Virgin Islands company wholly owned by Summer Fame 
International Limited and ultimately controlled by Qian Family Trust. The registered address of Summer Fame Limited is Craigmuir Chambers, Road Town. 
Tortola, V G 1110, Bri tish Virgin Islands. Qian Family Trust is a trust established under the Jaws of Cayman I si and s and man aged by T M F C C ay man j Ltd . as 
the trustee] Ms. Qian [is the settlor of the trust and Ms. Qian and her family members are the trust’s beneficiaries. ! 1 46.100,254 Class B ordinary' shares held by | 

| Summer Fame Limited have been pledged to an affiliate of an underwriter to secure a borrow mg. | 

Sunying Wong - Chairman’s sister: Mayer Investments Fund, L.P. 

C) 

Represents 196,875,0 00 Class B ordinary shares held by Mayer Investments Fund. L.P. a Cayman Islands company controlled by Mayer Management GP, 
Umited and ultimately ! controlled by Sunying Wong] The registered address of Mayer Investments Fund, L.P. is 4th Floor, Harbour Place, 103 South Church 
Street. P.O. Box 10240, Grand Cayman KYI- 1002, Cayman Isl ands. [196,87.5,000 Class B ordinary shares held by Mayer Investments Fund, L.P. have been | 
| pledged to an affiliate of an underwriter to secure a borrowing. | 

Source: Prospectus as of January 8 th , 2020 

https://www.sec.gOv/Archives/edgar/data/l 767582/000104746920000079/a2240174zf-l.htm 


Red Flag #2: CAR (699 HK) deja vu: Charles Zhengyao Lu and the same group of closely-connected private equity 
investors walked away with USD 1.6 billion from CAR (699 HK) while minority shareholders took heavy losses 

Before Luckin, Charles Zhengyao Lu founded a Chinese auto rental company called China Auto Rental (CAR, # ^JL 4*) in 
2007. CAR filed for NASDAQ listing but failed in 2012. It was successfully listed in HKEX (stock code 699 HK) in 2014 after 
introducing strategic investment from Hertz (NYSE: HRI US). Shareholding structure of CAR (699 HK) was Lenovo 29%, 
Warburg Pincus 18%, Hertz 16% and Charles Zhengyao Lu 15%. Luckin’s major private equity investors Centurium Capital and 
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Joy Capital’s founding partners, Erhai Liu and David Hui Li, led Lenovo and Warburg Pincus’ investment in CAR (699 HK) 
respectively. 

There was a short period of “honeymoon” between CAR (699 HK) and capital market after IPO. Share price surged from HK$8.5 
at IPO to HK$20.0 in May, 2015 before Charles Zhengyao Lu started to cash out. Instead of directly selling in the market, he sold 
all his shares to UCAR Technology which is a subsidiary of UCAR (838006 CH). As you can see from the name, 

UCAR (838006 CH) is just another company controlled by Charles Zhengyao Lu: Lu and his concerted parties held close to 50% 
shares of UCAR (838006 CH) in 2016 and still 40% today. Charles Zhengyao Lu cashed out HKD 3.4 billion at HK$9.2/share. In 
addition, CAR’s (699 HK) other pre-IPO investors, such as Hertz, Lenovo and Warburg Pincus, also sold significant amount of 
their shares during the same time. From Jun, 2015 to Mar, 2016, Charles Zhengyao Lu and other pre-IPO investors cashed 
out USD 1.6 billion after dumping 42% of CAR’s (699 HK) total shares to the market in just 9 months. 

CAR (699 HK) insiders’ shareholding movement 


IPO date: 9.19.14 

IPO price: HKD 8.50 

Lock-up expire: _ 3.19.15 


HKD M 

Shareholding 
after IPO 

% TSO 

Time 

No. of shares 

Shareholding movement 
% TSO HKD M 

Price 

Note 

Current 

shareholding 

% TSO 

Lu Zhengyao 

348 

15% 

Jul-2015 

12 

0.5% 

161 

14.0 


- 

0% 

(Chairman) 



Sep-2015 

7 

0.3% 

82 

12.2 







Jan-2016 

4 

0.2% 

46 

11.3 







, Mar-2016 

n 

mm 

2 

- a-H 






1 

Mar-2016 

(370) 

-15.7% 

(3,393) 

9.2 | 

1 



UCAR Technology 



Oct-2015 

125 

5.3% 

1,693 

13.5 

From Lenovo 

631 

30% 




Mar-2016 

574 

24.3% 

5,257 

9.2 

From Lu & Hertz 





Jun 16 - Dec 17 

(69) 

-2.9% 

(470) 

6.9 




Lenovo 

688 

29% 

Oct-2015 

(125) 

-5.3% 

(1,693) 

14 

to UCAR 

r 563 

27% 

Warburg Pincus 

430 

18% 

Jun-2015 

(168) 

-7.1% 

(3,108) 

19 


214 

10% 




Dec-2018 

(48) 

-2.0% 

(318) 

7 

to Song Yifan 



Hertz 

382 

16% 

Sep-2015 

(60) 

-2.5% 

(775) 

13 


41 

2% 




Dec-2015 

(78) 

-3.3% 

(1,055) 

14 







Mar-2016 

(204) 

-8.6% 

(1,864) 

9 

to UCAR 



Song Yifan (CEO) 



Dec-2018 

48 

2.0% 

318 

7 


48 

2% 

TSO 

2,358 

100% 







2,119 

100% 


Source: Company filings 


Given such material share dumping by insiders, it is not surprising to see CAR’s (699 HK) share price to plunge from 
HK$20/share peak in Jun, 2015 to <HK$8/share since Jun, 2016 . Remember, CAR’s (699 HK) IPO offer price was 
HK$8.5/share back in Sep, 2014, which means all the public investors took the loss. As comparison, Lenovo, Warburg Pincus and 
Hertz made USD 1.84 billion (cash out & remaining shareholding) vs. USD 485 million original investment, thus have seen 380% 
return. Don’t forget Chairman Lu cashed out another USD 434 million (HKD 3.4 billion) at infinite net return due to his close-to- 
zero holding cost. 


CAR (699 HK) insiders’ cumulative return 



Time 

USD M invested 

USD M cashed out 

Current holding (USD M) 

Total return (USD M) 

Total return % 

Lenovo 

10-II^E 

49 

286 

447 

683 

1394% 

Warburg Pincus 

12^ 

200 

436 

170 

406 

203% 

Hertz 

13^ 

236 

471 

33 

267 

113% 


Source: Company filings 
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CAR (699 HK) historical share price vs. insider selling (Sep, 2014 - Jun, 2016) 
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Chairman Lu sold 15.7% 
of TSO to cash out HKD 
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Source: Bloomberg, company filings 

After IPO in Sep, 2014, CAR (699 HK) reported nicely growing trend of profitability (adjusted net profit +59% in 2015) in first 
few quarters. Its financials started to decline since 2016 2Q after insider cashing out: adjusted net profit declined by 8% in 2016 
and another 25% in 2017 . As Charles Zhengyao Lu and other pre-IPO investors walked away with USD 1.6 billion (not to 
mention USD 0.7 billion worth of remaining shares), public investors were left holding the bag. 

CAR (699 HK) historical quarterly financials (RMB million) 4 

Adjusted net profit Y/Y change % 

300.0 100% 

Profit peaked from 2015 3Q to 2016 IQ and started to 
decline right after insider cash-out 



Q1 Q2 Q3 Q4 Q1 Q2 
2014 2014 2014 2014 2015 2015 


Q3 Q4 Q1 
2015 2015 2016 




Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 

2016 2016 2016 2017 2017 2017 2017 2018 2018 2018 2018 2019 2019 2019 


Source: Bloomberg, company filings 


In Jan, 2017, Geoinvesting published a short-selling report on CAR (699 HK) highlighting its “skyrocketing related party 
transactions” with UCAR (838006 CH), “questionable depreciation method” and “gloomy business outlook”. Link to the full 
report: https://geoinvesting.com/car-inc-0699-hk-heading-toward-cliff/ . Latest share price of CAR (699 HK) is HK$5.3/share, 
37% lower vs. IPO offer price and >70% below historical peak in 2015 . 


The echoing patterns of CAR (699 HK) resonate when looking at Luckin’s recent share price performance. CAR’s (699 HK) share 
price went up from HK$8.5 to HK$20 in the first 9 months after IPO, we see the same share price movement in Luckin. Luckin’s 
insiders are also the same as CAR (699 HK). Luckin’s major private equity investors Centurium Capital and Joy Capital’s 
founding partners David Hui Li and Erhai Liu actually led Warburg Pincus’ and Lenovo’s investment in CAR (699 HK) a few 
years ago, thus are “old friends” of Charles Zhengyao Lu. CAR’s (699 HK) pre-IPO investors started to cash out on May 28 th , 
2015 via secondary offerings, 8 months after IPO and 2 months after lock-up expiration. As comparison, Centurium Capital 
cashed out USD 232 million on Jan 8 th , 2020 amid Luckin’s convertible bond and equity offerings, which also happens to be 8 
months after Luckin’s IPO and 2 months after lock-up expiration. 


4 Adjusted net profit based on company’s disclosure, major adjustment items include share-based compensation, fair value gain/(loss) of equity 
investment, foreign exchange gain/(loss), P&L related to used car B2C business, and share of profit from associate 

40 












































CAR (699 HK) vs. Luckin share price performance since IPO 

CAR (LHS) —Luckin (RHS) 



$60.0 

$50.0 

$40.0 

$50.0 

$ 20.0 

$ 10.0 


Source: Bloomberg 

Note: share price performance rebase to IPO date 


We see the familiar “golden triangle” of Charles Zhengyao Lu, David Hui Li and Erhai Liu again in Luckin . Together they 
hold 46% of total shares of Luckin, which is currently worth USD 5.8 billion. Given that “golden triangle” cashed out USD 1.1 
billion from CAR (699 HK), what will happen to Luckin is self-explanatory. 


CAR (699 HK) vs. Luckin: “golden triangle” of Charles Zhengyao Lu, David Hui Li and Erhai Liui 




CAR (699 HK) 




Luckin 




Shareholding % 

$ cashed out 



Shareholding 




At IPO 

USD M 



USD M 

% of TSO 

Charles Zhengyao Lu 

Chairman of CAR 

14.8% 

435 

= 

Chairman of Luckin 

4, 267^ 

33.7% 

David Hui Li 

Warburg Rncus 

18.3% 

439 

= 

Centurium Capital 

899 

7.1% 

Erhai Liu 

Lenovo 

29.2% 

217 

= 

Joy Capital 

671 

5.3% 

Total 


62.2% 

1,091 



5,837 

46.1% 


Source: Company filings 

Note: Luckin shareholding post follow-on and CB offering on January 8 th , 2020 


Red Flag #3: Through acquisition of Borgward, Luckin’s Chairman Charles Zhengyao Lu transferred RMB 137 million 
from UCAR (838006 CH) to his related party, Baiyin Wang. UCAR, Borgward, and Baiyin Wang are on the hook to pay 
BAIC-Foton Motors RMB 5.95 billion over the next 12 months. Now Baiyin Wang owns a recently founded coffee machine 
vendor located next door to Luckin’s Headquarter 

There is another transaction about Charles Zhengyao Lu that’s worth noting. The transaction can be summarized as below: an 
individual called Baiyin Wang acquired a company in Jan, 2019 at RMB 3.97 billion, sold to UCAR (838006 CH) at RMB 4.11 
billion in Mar, 2019 and made RMB 137 million profit in just two months. More interestingly, Baiyin Wang is Charles Zhengyao 
Lu’s related party, thus Charles Zhengyao Lu effectively transferred RMB 137 million from UCAR’s (838006 CH) public 
shareholders to his related party . 

Founded in 1919, Borgward was once Top 4 German carmaker (the other three being Volkswagen, Benz and Opel) but went 
bankrupt in 1963. In 2014, BAIC-Foton Motors 600166 CH) acquired 100% shares of Borgward (“Beijing Borgward 

Automobile Co., Ltd” ^b7^ A A# AF^'ib $]) with EUR 5 million in 2014 and tried to re-introduce the legacy German auto 
brand into China market. After several years of unsuccessful operations, BAIC-Foton Motors announced plan to sell 67% shares 
of Borgward in Oct, 2018 via public listing in China Beijing Equity Exchange A3tl?#f”)- On Jan 15 th , 2019, BAIC- 

Foton announced that the 67% shares of Borgward was sold to a company called “Changshengxingye” (“^ Jk”, fb 
(AH ) F^'ib^) at RMB 3.97 billion . As shown in BAIC-Foton’s announcement dated on Jan 16 th , 2019 

(600166 CH Filing No. >I§ 2019-003), “Changshengxingye” was a shell company founded in Dec 3 rd , 2018 specifically for this 
transaction and controlling shareholder and legal person is Baiyin Wang. 
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BAIC-Foton’s announcement on Jan 16 th , 2019 


600166 >|£ 2019— 003 
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"Changshengxingye" acquired the 67% share of 
Beijing Borgward at RMB 3,972.5 million 


2oi9i£im5B. xruzm tikiikaws^^^ie, ja^Bm-fess 

Xilk (Mn) #rikta??itt-fjPS^Bl^iJ:4bSS^rt$ ; tPS^W|67%IKfeW^itffr^^ 

397,253.66385c. 
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&«*: 200,000 7JARrp 
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Legal person and controlling shareholder of 
"Changshengxingye" is Mr. Baiyin Wang (3EW H) 


Source: 

http :/A\nv\\iciiin1oxx)mxii/new/disclosiire/detail?plate=sse&or2ld=sssh0600166&stockCode=600166&aiinoiincementId=l20577 

3432&announcementTime=2019-01 -16 


On Mar 18 th , 2019, UCAR (838006 CH), of which Charles Zhengyao Lu is largest and controlling shareholder, announced plan to 
acquire 67% shares of Beijing Borgward from “Changshengxingye” at RMB 4.11 billion , only two months after BAIC-Foton 
sold the same asset to “Changshengxingye”. Transaction details see UCAR (838006 CH) announcement (File No. 2019-34). 
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UCAR (838006 CH) announcement on Mar 18 th , 2019 

: 2019-034 

838006 




> XJglfEyJl UCAR (838006 CH) plans to acquire 67% shares of 

x \ Beijing Borgward from "Changshengxingye" 

( —) 
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Transaction price is RMB 4,109.1 million 

Source: 

http://www.cninfo.com.cn/new/disclosure/detail?plate=neeq&orgId=gfbi0838006&stockCode=838006&announcementId=12059 

15594&announcementTime=2019-03-18 


In other words, “Changshengxingye” made RMB 137 million profit in just two months by acquiring 67% of Borgward and 
quickly reselling to UCAR (838006 CH). 

In Dec 26 th , 2018, 3 weeks before Changshengyingye’s acquisition of Borgward, UCAR (838006 CH) provided credit guarantee 
for BAIC-Foton’s RMB 2.4 billion shareholder loan to Beijing Borgward and explicitly said the guarantee was to “facilitate 
Changshengxingye’s acquisition of target assets (i.e. Beijing Borgward)” . In other words, UCAR (838006 CH) was not only 
aware of Changshengxingye’s intention to acquire Borgward in the first place, but also helped to facilitate such transaction by 
providing RMB 2.4 billion credit guarantee. 
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UCAR (838006 CH) announcement on Dec 28 th , 2018 

2013-0Se 

838006 iEMfti TWItfc^ 
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24 i&yt m 24 &7C) i urm 

fiSPBSK w )* UCAR (838006 CH) provides no more than RMB 2.4 billion credit guarantee to BAIC-Foton's 

shareholder loan to Borgward in order to facilitate Changshengxingye's acquisition of the target 

Source: 

http://www.cninfo.com.cn/new/disclosure/detail?plate=neeq&orgId=%fbj0838006&stockCode=838006&announcementId=l2057 

54337&announcementTime=2018-12-28 


In short, UCAR (838006 CH) supported Changshengxingye to acquire Borgward and then overpaid RMB 137 million to 
Changshengxingye (controlled by Baiyin Wang) for the same asset after two months. It has been “public secret” that Baiyin Wang 
and Charles Zhengyao Lu maintain very close personal relationship (media article: F&JE-# I #dl J : ^ + it* AX'J ^ 

IT H) PiM http://www.cheyun.com/content/255 80 ) . Baiyin Wang and Charles Zhengyao Lu were EMBA classmates from 
2006 to 2008 in National School of Development at Peking University (dL TjC g) % ^LE^i). Baiyin Wang involved in a 

healthcare business after graduation and didn’t have any prior experience in automobile industry before acquiring Borgward. As a 
result, the “BAIC-Foton to Changshengyingye to UCAR 9 ’ transaction structure seems to favor Charles Zhengyao Lu 
personally rather than UCAR’s (838006 CH) public shareholders, since it effectively transfers RMB 137 million cash from 

UCAR (838006 CH) to his undisclosed related party, Baiyin Wang . 

Furthermore, we see alarming signal that UCAR (838006 CH) may face material cash flow pressure after acquisition of 
Borgward. Regarding Changshengxingye’s acquisition of Borgward, payment to BAIC-Foton was due in full by Jan 15 th , 2020. 
However, BAIC-Foton announced on Jan 18 th , 2020 that RMB 1.48 billion payment was unpaid and overdue. In other words, 

Changshengxingye only paid RMB 2.49 billion to BAIC-Foton for acquisition of Borgward and effectively defaults on the 

rest RMB 1.48 billion payment. 
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BAIC-Foton’s announcement on Jan 18 th , 2020 
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Source: 

http.V/www.cninfo. com. cn/new/disclosure/detail?plate=sse&orgId=gssh0600166&stockCode=600166&announcementId=120725 

8269&announcementTime=2020-01-17 # 


In addition, BAIC-Foton has another RMB 4.67 billion outstanding shareholder loan to Borgward, of which RMB 1.88 

billion will mature by Jul, 2020 and RMB 2.59 billion by Jan, 2021 . RMB 2.4 billion of such shareholder loan is guaranteed by 
UCAR (838006 CH), as mentioned. Adding the RMB 1.48 billion overdue acquisition payment, Changshengxingye and 
Borgward are facing RMB 5.95 billion cash outflow in next 12 months , signaling significant cash flow pressure. 


Changshengxingye is an undisclosed related party of Charles Zhengyao Lu to bridge UCAR’s (838006 CH) acquisition of 
Borgward, thus its payment default and cash flow pressure trace back to UCAR (838006 CH). In 1H19 interim filings, UCAR 
(838006 CH) disclosed that Borgward was already transferred to the company on Jul 29 th , 2019. 


UCAR (838006 CH) 1H19 interim report 



Borgward's equity transfer completed on Jul 29 th , 2019 and officially became UCAR's subsidiary 

Source: Company filings 
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However, there is no further disclosure from UCAR (838006 CH) after this. UCAR (838006 CH) hasn’t published 2019 30 
financial report till now , despite almost 4 months after quarter end. As comparison, it published 2018 3Q report on Oct 31 st , 
2018. 


In addition, UCAR (838006 CH) only has RMB 758 million cash balance on hand vs. RMB 2.6 billion total debt as of Jun 30 th , 
2019 (i.e. net debt RMB 1.9 billion). The company also reported RMB 1.9 billion revenue, -49% Y/Y, and RMB 653 million net 
loss in 1H19, with only RMB 306 million operating cash inflow. While Borgward itself is a loss-making business (RMB 2.545 
billion net loss in 2018), UCAR (838006 CH) may need significant amount of external financing for the RMB 5.95 billion 
repayment to BAIC-Foton in next 12 months, not to mention support Borgward’s business development. 


UCAR (838006 CH) historical financials. 


RMB M 

1H16 

2H16 

1H17 

2H17 

1H18 

2H18 

1H19 

fi 2016 

2017 

2018 

Cash & cash equivalent 

6,513.6 

3,603.6 

6,624.7 

4,322.9 

3,492.3 

3,123.4 

758.2 

3,603.6 

4,322.9 

3,123.4 

Total debt 

576.9 r 

798.5 

989.4 r 

2,140.7 

4,526.7 r 

5,120.0 

2,643.5 

798.5 

2,140.7 

5,120.0 

Short-term debt 

576.9 

798.5 

989.4 

1,951.9 

3,974.0 

4,537.4 

2,062.7 

798.5 

1,951.9 

4,537.4 

Long-term debt 

- 

- 

- 

188.8 

552.7 

582.7 

580.8 

- 

188.8 

582.7 

Net cash / (debt) 

5,936.7 

2,805.1 

5,635.3 

2,182.2 

(1,034.4) 

(1,996.6) 

(1,885.3) 

2,805.1 

2,182.2 

(1,996.6) 

Revenue 

2,324.0 

3,521.5 

4,445.0 

5,411.4 

3,762.5 

2,186.1 

1,919.6 

5,845.5 

9,856.4 

5,948.6 

Y/Y change % 



91.3% r 

53.7% 

(15.4%) r 

(59.6%) 

(49.0%) 


68.6% 

(39.6%) 

Operating profit 

(2,405.4) 

(1,305.8) 

(531.3) 

303.5 

263.1 

55.9 

(678.6) 

(3,711.3) 

(227.8) 

319.0 

Operating margin % 

(103.5%) r 

(37.1%) 

(12.0%) r 

5.6% 

7.0% r 

2.6% 

(35.4%) 

(63.5%) 

(2.3%) 

5.4% 

Attributable net profit 

(2,370.9) 

(1,301.1) 

(459.6) 

158.2 

144.9 

125.5 

(652.7) 

(3,672.0) 

(301.5) 

270.4 

Attributable net margin % 

(102.0%) 

(36.9%) 

(10.3%) 

2.9% 

3.9% 

5.7% 

(34.0%) 

(62.8%) 

(3.1%) 

4.5% 

Operating cash flow 

(1,558.2) 

(3,134.2) 

(2,338.0) 

(3,127.8) 

(2,337.6) 

1,760.4 

305.7 

(4,692.4) 

(5,465.8) 

(577.3) 


Source: Company filings 


UCAR (838006 CH) currently is largest shareholder of CAR (699 HK) after Charles Zhengyao Lu’s cash-out in Mar, 2016. 
However, the company has pledged RMB 3.89 billion worth of CAR’s (699 HK) shares for financing, as shown in 1H19 interim 
report. UCAR (838006 CH) owns 631 million shares, or 29.77% of CAR’s (699 HK) total. Market value of such shares was HKD 
3.9 billion based on CAR’s (699 HK) HKD 6.18 share price on Jun 28 th , 2019. In other words, UCAR (838006 CH) already 
pledged almost 100% of its shareholding in CAR (699 HK) in 1H19 , echoing Red Flag #1. 


UCAR (838006 CH) 1H19 interim report 
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4,509,462,131.11 

28.35% 

- 


UCAR pledged RMB 3.9 billion worth of CAR's (699 HK) shares for borrowings 


Source: Company filings 

While Changshengxingye’s transaction with BAIC-Foton is still unsettled, Baiyin Wang established another company called 
Zhengzhe International Trade (Xiamen) Co., Ltd (f£^f SI Ft W h ) on Aug 23 rd , 2019. From Tianyancha, we found the 

company is 95% owned by Baiyin Wang. 
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Baiy in Wang owns 95% of Zhengzhe Int’l Trade 
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Zhengzhe International Trade (Xiamen) Co., Ltd 
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Source: Tianyancha 

Zhengzhe’s main business includes sale of coffee machine and supply of food raw materials, which match Luckin’s supply chain. 
We obtained a sample sales contract of Zhengzhe, which shows that it sells coffee machine and other related equipment. 
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Zhengzhe’s coffee machine sales contract 
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Zhengzhe International Trade Co., Ltd 

^ (gn> 
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Zhengzhe sells coffee machine and teapresso machine. It also offers repurchase service for sold coffee machine 
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Furthermore, Zhengzhe obtained “Food Business License” i£) in Oct, 2019, while its business scope includes 

“wholesale of alcohol, drink and tea”. 
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Zhengzhe’s business scope and registered address 


National Enterprise Credit Information Publicity System 
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Source: National Enterprise Credit Information Publicity System 


More interestingly, we find Zhengzhe’s registered address is next to Luckin’s Xiamen Headquarter . Luckin has dual 
headquarters (Beijing + Xiamen), one of which is in Block D of Xiamen International Aviation & Shipping Center (JUl SI FL4/1 
lit + 'C;). Zhengzhe’s registered address is Block C of Xiamen International Aviation & Shipping Center, which is right next to 
Luckin’s Xiamen headquarter. 
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Luckin Xiamen Headquarter registered address 








Luckin Coffee (Xiamen) Co., Ltd 
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Source: National Enterprise Credit Information Publicity System 


Zhengzhe is not a standalone case. There is another company called Zhongcheng Century Supply Chain Management Co., Ltd. 
(“Zhongcheng” + ^]). The company was founded on Dec 3 rd , 2019 while Baiyin Wang was briefly 

legal person on Dec 13 th , 2019 (later transferred to Yanlin Liu). While Zhengzhe is located in next building of Luckin Xiamen, 

Zhongcheng is literally located in the same building and same unit as Luckin Xiamen Headquarter. It is not surprising that 
Zhongcheng’s business scope also includes “wholesale of alcohol, drink and tea” (i.e. food raw material supply). 
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Zhongcheng’s registered address 
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Source: National Enterprise Credit Information Publicity System 


Baiyin Wang was legal person of Zhongcheng on Dec 13 th , 2019 
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Source: Tianyancha 

In conclusion, Baiyin Wang set up multiple companies to supply coffee machine and food raw materials, which 
“coincidentally” locate next door to Luckin Headquarter . Investors should be cautious with respect to the potential dealings 
and the associated risks between these companies and Luckin. 


Red Flag #4: Luckin recently raised USD 865 million through a follow-on offering and a convertible bond offering to 
develop its “unmanned retail” strategy, which is more likely a convenient way for management to siphon large amount of 
cash from the company 

In early January 2020 and barely 8 months after going public, Luckin raised another USD 865 million net new capital despite 
having RMB 5.5 billion cash on balance sheet . According to the various investor meetings/calls, the company is aiming to 
install two types of “unmanned retail” machines, 10k Luckin coffee EXPRESS machines and 100k Luckin pop MINI machines by 
2021. 
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Luckin Coffee Inc. Stock and Convertible Bond Offer Press Release 


BEIJING, Jan. 17, 2020 (GLOBE NEWSWIRE) -- Luckin Coffee Inc. (“Luckin Coffee” or the “Company”) (NASDAQ: LK). a pioneer of a technology-driven new retail model to 
provide coffee and other products of high quality, high affordability, and high convenience to customers, today announced the closing of the issuance of an additional 1.35 
million American Depositary Shares (“ADSs”), each representing eight Class A ordinary shares of the Company, and 0.72 million ADSs offered by the selling shareholder, at 
US$42.00 per ADS, pursuant to the exercise in full of the underwriters’ option to purchase such additional ADSs in connection with the previously announced follow-on public 
ADSs offering (“the ADS Offering”). The Company also announced the closing of the issuance of an additional US$60 million in aggregate principal amount of the previously 
announced concurrent offering of convertible senior notes of the Company (the “Concurrent Note Offering”). 


The Company received net proceeds of approximately US$418.3 million in aggregate from the ADS offering, and net proceeds of approximately USS446.7 million in aggregate 
from the Concurrent Note Offering. The Company did not receive any proceeds from the sale of ADSs bv the selling shareholder. _ 

Source: http://investor.luckincoffee.com/news-releases/news-release-details/luckin-coffee-inc-announces-full-exercise-option- 

underwriters 



Luckin Coffee Inc. Unmanned Retail “Intelligent Terminals” 



Essentially these products are vending machines. Management indicated that coffee EXPRESS costs RMB 120k each and pop 
MINI costs RMB 15k each. The plan is to direct Luckin’s online traffic to these vending machines and management is expecting 
even better profitability than its offline stores due to lower costs. Average selling price of the coffee is estimated to be at RMB 16 
per cup, cost per cup can be as low as RMB 6 per cup (assuming 80-100 cups sold a day) and the payback period is estimated to 
be at only 6 to 12 months. 


Luckin's Capex Guidance for Unmanned Retail Business 



Luckin Coffee Express 

Luckin Pop Mini 

Total 

No. of machines (by 2021) 

10,000 

100,000 

110,000 

Price per machine (RMB) 

120,000 

15,000 


Capex required (RMB MM, by 202 

1,200 

1,500 

2,700 


Source: Company call transcripts 

CICC (( Raising funds to expand into unmanned retail business” dated January 16 th 2020: ( Luckin plans to install 10,000 
unmanned coffee machines and 100,000 vending machines, and we estimatetotal capex atabout Rmb3bn. ” 

Our tracking of machine locations shows that currently there are 11 machines up and running, all coffee EXPRESS machines in 
office buildings. 
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Luckin’s currently deployed “unmanned Retail” machines 


City 

Store name 

Chinese name 

Store type 

Beijing 

Petro Financial Mansion A 

5;S£SfckJlAMIP® 

Luckin Coffee Express 

Beijing 

Petro Financial Mansion B 

5;fisfeSfcfcJSBffi-5fiBPB 

Luckin Coffee Express 

Beijing 

Beihuan Center 


Luckin Coffee Express 

Guangzhou 

West 4 Canteen of GDUT 

rx*HEMt£-S&BP» 

Luckin Coffee Express 

Guangzhou 

Tianyu Mansion 


Luckin Coffee Express 

Guangzhou 

Yidong Mansion 


Luckin Coffee Express 

Shenzhen 

Haitian Mansion 


Luckin Coffee Express 

Shenzhen 

Changping Commerce Mansion 


Luckin Coffee Express 

Shenzhen 

Shenzhen Commerce Newspaper Mansion 


Luckin Coffee Express 

Shenzhen 

Beike Mansion 

• iSBPft 

Luckin Coffee Express 

Shenzhen 

Guangcaixintiandi Mansion 


Luckin Coffee Express 

Total no. 



11 


Source: Luchin APP and website tracking 


These assumptions are way too optimistic. The existing stores are only selling at an average price of RMB 10.9 per cup according 
to our receipt evidence, it’s unfathomable why customers are willing to pay 47% more for a product a vending machine product. 
For the coffee EXPRESS to generate any meaningful volume, the product must be priced at a discount, not a significant premium. 
In addition, for a RMB 120k machine to have a 6 to 12 months pay-back, we calculate each machine needs to sell 122 to 220 cups 
of coffee per day with an average selling price of RMB 9 per cup. 

However, Luckin’s competitors have already installed plenty of coffee vending machines and ran into significant growth 
bottleneck despite selling coffee at a much cheaper price. According to the marketing material of YOUKAFFEE an 

existing operator of coffee vending machines, it has installed 2k machines with 770 in Beijing, 230 in Shenzhen, 180 in 
Guangzhou, 120 in Shanghai and 120 in Tianjin. The average daily volume per machine per day was only 6.5 cups with average 
selling price of about RMB 8. The other two leading operators also average single digit cups per day with similar average selling 
price. The machines of these operators only cost RMB 20k-30k, much lower than Luckin. 

If coffee EXPRESS is going to be as successful as the management claims, Luckin’s competitors can simply set up a machine at 
the same location. Even worse, these vending machine competitors are already aiming to cannibalize Luckin’s offline stores. They 
plan to populate 20 vending machines surrounding each of Luckin’s high traffic store and attack the company’s customer base 
through low price competition. 

The broader “unmanned retail” market had also already seen waves of startups going bust over the past 2-3 years. It used to be a 
popular concept in China venture capital industry, but the actual performances of unmanned retail startups were quite poor. 
Unmanned retailers need to invest heavily in equipment and inventory and still rely on workers to complete product supply and 
machine cleaning/maintenance, so they are not necessarily cost-effective. Competition from existing convenient stores and limited 
SKU has pressured the traffic growth of unmanned retail sites. Even JD.com, the deep pocketed ecommerce giant with huge 
online traffic, pulled out from the unmanned retail container business at the end of 2018. 


List of Recent Start-up Failures in Unmanned Retail 


Founding Unmanned Chinese Latest 

year retail projecl name financing 


Amount 

raised 


Operation update 


News link 


Out-of-business/acquired 

2016 Xone.xin /J'PMK Nov 2017 

2017 GOGO Xiaoi GOGO/J\Ji 

2017 Guoxiaomei ^/J\H Jun2018 

2017 7 Koalas -fcJul 2017 

2016 Hami PAug 2017 

2017 JD Daojia G(MtGO 

2017 Baobianli 

2015 Lingwa §j5$± Aug 2017 

2015 Youhe SsflflJ Jun2017 

2017 Element Zen Nov 2017 


RMB 50MM 
RMB IOMMh 


RMB 10MM + 
RMB 10MM + 
RMB 10MM 


Filed for bankruptcy in Oct 2018 https://www.36kr.com/newsflashes/145544 

Announced bankruptcy in Feb 2019, only after 4-month operation https://www.lieyunwang.com/archives/409848 

The founder said they had exited unmanned retail business in 2019 http://www.xinhuanet.com/tech/2019-07/18/c 1124767448.htm 

The founder admitted they had suspended unmanned retail business in 2018 http://news.stcn.com/2018/0522/14260075.shtml 

Co-founders admitted that they didn't have enough money to pay cash salari https://36kr.eom/p/5139534 

JD's unmanned retail project JD Daojia GO was suspended in Dec 2018 https://tech.sina.com.en/i/2018-12-20/doc-ihmutuee0859174.shtml 

Cheetah Mobile's unmanned retail project Baobianli was suspended in Mar 2C https://new.qq.eom/rain/a/20180422A0CJ1A 

Ran out of money in 2017 and sold company in 2018 http://tech.sina.com.cn/roll/2018-01 -16/doc-ifyqqciz7828489.shtml 

The founder said they had switched to membership e-comm business https://www.aeekpark.net/news/236378 

Failed because of funding shortage http://news.winshang.com/html/065/1442.html 


In trouble 

2014 BingoBox Jan 2018 U 

2017 iStore lt±0 

2013 Vingoo Juice Sept 2018 


Cut headcounts from 500+ to 100 and owned employees unpaid salaries in 2 http://news.winshang.com/html/065/9732.html 

Started shutting down unmanned stores from Apr 2019 https://tech.sina.com.en/i/2019-04-02/doc-ihsxncvh7621982.shtml 

Got fined and suspended Shenzhen business for metal pollution problem in 2 http://www.xinhuanet.com/2019-02/27/c_1124167220.htm 


Source: Companies ’ websites and announcements, news 


While enamored sell-side analysts are busy slapping an instantaneous US$13.2/ADS value creation based on the announcement of 
the “unmanned retail” aka vending machine strategy alone, we caution investors that this new business can be a perfect wav 
for management to siphon large amount of cash from the company. As pointed out in Red Flag #3 above, Charles Zhengyao 
Lu previously transferred RMB 137 million out from UCAR Inc. through transacting with an undisclosed related party, Baiyin 
Wang. Baiyin Wang, on the other hand, now owns a coffee machine supplier that was just established in August 2019. 
Investors should pay attention to this “coincidence” and be extremely alert given the significant capital expenditure plan (RMB 
2.7 billion over the next 2 years) on coffee/vending machines and the much higher than market machine costs. 
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Credit Suisse Valuation of Luckin’s Unmanned Retail Business 

We value Luckin’s unmanned retail business at US$13.2 based on DCF valuation. In addition, 
we provide investors a scenario analysis to map out bull/bear case, given there is a wide range 
outcome depending on the company’s execution, industry competition and consumer perception. 

Our key assumptions are based on our discussion with the company, industry expert and local 
player. 

Source: Credit Suisse (( Luckin Coffee Spinning up the flywheel” dated January 15 th , 2020 

In Luckin’s “unmanned retail” strategy press conference, CEO Jenny Zhiya Qian mentioned that “there is no upper limit of 
vending machine expansion target this year, the more the better” 5 . The “unlimited” expansion plan of the coffee vending machine 
is the perfect way to move “unlimited” money from the company to 3rd party vendor. We would suggest E&Y to audit the 
machine supplier closely, especially check for connected party transactions. 


Red Flag #5: Luckin’s independent board member, Sean Shao, is/was on the board of some very questionable Chinese 
companies listed in the US that have incurred significant losses on their public investors 

According to Luckin’s prospectus, its independent board member, Sean Shao, has served on the board for multiple US-listed 
Chinese companies after working at Deloitte for a decade. We examined these companies in detail and found that out of the 18 
companies that Sean Shao has served on the board, 4 have been accused of being frauds (CHME, ADY, GRO and YONG) and 5 
were reverse mergers - which were infamous for generating droves of Chinese fraudulent companies back in 2011-2012. 


List of Companies Sean Shao Board Memberships and Senior Management Positions 


Segment 

Ticker 

Company Name Chinese Name 

Px 

Local $ 

IPO 

Date 

Shortsell 

Reports 

Reverse 

Takeovers 

Delist/Acquired 

Date 

Mcap 
($ MM) 

Mcap Peak Mcap Chg. Mcap Chg. 
($ MM) From peak From IPO 

Board 

CBPO 

CHINA BIOLOGIC P 

115.80 

12/15/2009 




4,452 

4,515 

-1% 

1058% 

Board 

VNET 

2 i vi an et-adr 

10.77 

4/21/2011 




1,210 

2,121 

-43% 

-28% 

Board 

JMEI 

JUMEI INTERNATIO SlUtESi 

18.75 

5/16/2014 




222 

5,437 

-96% 

-92% 

Board 

UTSI 

UTSTARCOM HOLDI1 

2.85 

3/2/2000 




102 

5,571 

-98% 

-84% 

Board 

LITB 

LIGHTINTHEBO-ADR =$H^ESSIiPg'z^ 

1.07 

6/6/2013 




72 

1,092 

-93% 

-89% 

ex-Board 

TAOP 

TAOPING INC 

0.80 

2/12/2007 


RTO 


33 

447 

-93% 

-94% 

ex-Board 

CREG 

CHINA RECYCLING 

0.37 

3/8/2007 


RTO 


7 

306 

-98% 

-83% 

ex-Board 

CHME 

CHINA MEDICINE C 

- 

10/23/2006 

Short report 

RTO 


1 

76 

-99% 

W -99% 

Board 

CBPI 

china botanic ph j~mm 

0.00 

7/2/2010 


RTO 


0 

189 

-100% 

-100% 

ex-Board 

ADY 

FLYING CRANE INT 

- 

10/17/2001 

Short report 

RTO 

6/28/2013 

146 ^ 

746 

-80% 

679% 

Board, ex-cFO TSL 

TRINASOLAR-ADR ^^tgUPS'/^ 

- 

12/19/2006 



3/14/2017 

1,854 ^ 

2,426 

-24% 

-37% 

Board 

NKBP 

CHINA NUOK-ADR 

- 

12/10/2009 



2/7/2013 ^ 

115 ^ 

177 

-35% 

-36% 

ex-Board 

GRO 

AGRIA CORP - ADR 

- 

11/6/2007 

Short report 


11/3/2016 

47 

803 

-94% 

-95% 

ex-Board 

XUE 

XU EDA EDU GP-ADR 

- 

11/2/2010 



6/6/2016 

343 ^ 

862 

-60% 

-42% 

ex-Board 

YONG 

YONGYE INTERN ATI 

- 

9/3/2009 

Short report 


7/8/2014 

359 ^ 

438 

-18% 

3% 

ex-Board 

ASIA 

AS 1 Al N FO - LI N KAG E 

- 

3/2/2000 



1/16/2014 

867 ^ 

1,967 

-56% 

-50% 

ex-cFO 

CEDU 

CHINAEDU COR-ADR&fiEStff&^l 

- 

12/11/2007 



4/24/2014 

127 ^ 

178 

-29% 

-30% 

ex-cFO 

WDAT 

WATCH DATA TE-ADRg^gft® 

- 

Pulled 



10/10/2005 ^ 

- 

- 

n/a 

n/a 










Average 

-66% 



Source: Companies ’filings, companies ’ websites, Bloomberg 


SEC recently charged Agria Corporation (GRO) and Executive Chairman with fraud, where SEC identified multiple 
fraudulent activities between 2010 and 2013. Sean Shao, on the other hand, had been a long-standing independent director of 
Agria Corporation and served as the chairman of various board committees, including corporate governance, from 2008 


to 2017. 


SEC’s Fraud Charges on Agria Corporation 

Washington D.C.. Dec. 10, 2018— A multinational agricultural company has agreed to pay 
$3 million to settle charges that it concealed substantial losses from investors through fraudulent 


accounting in connection with its divestiture of its primary operating entity. In a related action, the 


company’s executive chairman Lai Guanglin (aka Alan Lai) settled charges that he manipulated the 


company’s share price. 


As described in the SEC’s order, Agria Corporation sold its Chinese operating company in return foi 
stock and land use rights to 13,500 acres of undeveloped land in a remote, mountainous area of 
China’s Shanxi Province. The SEC order found that Agria overstated the value of the stock it 
received by $17 million and assigned a value of nearly $60 million to the effectively worthless land 
use rights. A separate SEC order found that in March 2013, Lai used nominee brokerage accounts 
to engage in manipulative trading in Agria’s American Depository Shares in order to inflate their 
price above SI and prevent the securities from being delisted by the New York Stock Exchange. 


5 ^Git-LPIL” 

A^iJ, https://ci.sina.com.cn/articles/view/1834507152/6d585b9001900p4on 
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Source: https://www.sec.sov/news/press-release/2018-276 


Summary 


1. Agria violated the anti-fraud, reporting, books and records, and internal accounting 
control provisions of the federal securities laws. Between 2010 and 2013, Agria engaged in a 
course of fraudulent accounting related to its July 2010 divestiture of Taiyuan Primalights III 
Modernized Agriculture Development Co., Ltd. (“P3A”), a consolidated affiliated entity. Agria 
materially overstated the value of the consideration it received in the transaction and concealed 
material losses as a result of the divestiture. 


2. The divestiture involved a related-party exchange between Agria and P3A’s 
president. Agria transferred its ownership interest in P3A to P3A’s president in exchange for 
14.393 million shares of Agria’s common stock. Agria incurred a loss on the transaction, which 
it materially underreported. In doing so, Agria ignored controlling accounting guidance and 
manipulated its valuation of the shares it received. 

Source: https://www.sec.sov/litisation/admin/2018/34-84763.pdf 

Sean Shao’s Involvement in Agria Corporation 

Sean Shao has served as our independent director since May 2019. Mr. Shao has served as an independent director and the chairman of the audit 
committee of 21 Vianet Group, Inc. (NASDAQ: VENT) since 2015, Jumei International Holding Ltd. (NYSE: JME1) since 2014. LightlnTheBox 
Holdings Co. Ltd. (NYSE: LITB) since 2013. UTStarcom Holdings Corn. (NASDAQ: UTS1) since 2012 and China Biologic Products. Inc. (NASDAQ : 
CBPO) since 2008. Mr. Shao served as an independent director, the chairman of the compensation committee and the chairman of the corporate 
governance and nominating committee of Agria Corporation (NYSE: GRO) from 2008 to 2017, from 2008 to 2010 and from 2010 to 2017, 
respectively. He served as the chief financial officer and a board member of Trina Solar Limited from 2006 to 2008 and from 2015 to 2017, 

Source: Luchin FI prospectus dated January 8 th , 2020, page 148 

Almost all companies Sean Shao has been involved in have lost public investors significant amount of money. 9 out of these 

18 companies had lost more than 50% since being listed and 8 were near wipe-outs. On average, these stocks have lost 

66% value compared to their peak market capitalizations. We understand that business trends change, and stock price goes up 
and down, but to have such a long track record and such a high hit rate of being involved with poor performing companies is 
suspicious at the very least. 

China Biologic Products Holdings (CBPO) is the exception to the rule - however, it’s worth-noting that the company was also 
invested by David Hui Li first through Warburg Pincus and then again after he started his own PE fund Centurium Capital, which 
is leading a deal to take the company private. Centurium Capital is also the largest non-management shareholder of Luckin, 
currently with 18.1 million ADS (or 7.1% of the company) after selling down 5.5 million ADS in the company’s recent follow-on 
offering in January 2020. As indicated in Red Flag #2 above, David Hui Li also directed Warburg Pincus’s investment into 
Charles Zhengyao Lu’s last public company CAR (699 HK) and was CAR’s second largest shareholder (after Lenovo) at its IPO. 
It appears that the company’s management, key private investor, and independent board member have worked closely together for 
a long time. 

Another interesting datapoint is that 10 out of the 18 companies disclosed in their latest annual reports that their internal control 
was not effective, mostly due to material weakness. 
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Summary of Internal Control Effectiveness as Reported in Annual Reports 


Segment 

Ticker 

Company Name Chinese Name 

Internal Control Effectiveness 
Management 


Board 

CBPO 

CHINA BIOLOGIC P 

Effective 


Board 

VNET 

21VIANET-ADR 

Effective 


Board 

JMEI 

JUMEI INTERNATIO WMXan 

Not Effective, material weakness 


Board 

UTSI 

UTSTARCOM HOLDIf 

Not Effective, material weakness 


Board 

UTB 

LIGHTINTHEBO-ADR 

Not Effective 


ex-Board 

TAOP 

TAOPING INC 

Not Effective, material weakness 


ex-Board 

CREG 

CHINA RECYCLING 

Effective 


ex-Board 

CHME 

CHINA MEDICINE C 

Not Effective 


Board 

CBPI 

CHINA BOTANIC PH 

Not Effective, material weakness 


ex-Board 

ADY 

FLYING CRANE INT 

Not Effective 


Board, ex-cFO TSL 

TRINASOLAR-ADR 

Effective 


Board 

NKBP 

china nuok-adr 

Not Effective, material weakness 


ex-Board 

GRO 

AGRIA CORP - ADR 

Not Effective, material weakness 


ex-Board 

XUE 

XU EDA EDU GP-ADR 

Effective 


ex-Board 

YONG 

YONG YE INTERN ATI 7+^SP^w] 

Effective 


ex-Board 

ASIA 

as i ai n fo-li n kage wmmmm 

Effective 


ex-cFO 

CEDU 

CHINAEDU COR-ADR^M^ 

Effective 


ex-cFO 

WDAT 

WATCH DATA TE-ADR 

Not Effective 





Internal Control 





Not Effective 

10 




Effective 

8 


Source: Company annual reports and 20Fs 


Red Flag #6: Luckin co-founder & Chief Marketing Officer, Fei Yang, was once sentenced to 18 months’ imprisonment 
for crime of illegal business operations when he was the co-founder and general manager of Beijing Koubei Interactive 
Marketing & Planning Co.,Ltd. (“iWOM”). Afterwards, iWOM became a related party with Beijing QWOM Technology 
Co., Ltd. (“QWOM”), which is now an affiliate of CAR and is doing related party transactions with Luckin 

Fei Yang is the co-founder & Chief Marketing Officer of Luckin, who architected the user growth model. He was also the CMO 
of UCAR (838006 CH), an affiliate of Chairman Charles Zhengyao Lu until the establishment of Luckin. In 2013, as co-founder 
and general manager of iWOM (4b7jC ), Fei Yang was caught and later sentenced to 18 months jail 

time 6 as he was compensated to delete negative online reviews for his clients, an illegal business in China. According to the 
detailed reporting of CaiXin 7 , whitewash of negative reviews is a major business of iWOM. Under Fei Yang’s leadership, iWOM 
bribed owners or editors of online forums/websites to delete negative reviews related to his clients. It also offered services to post 
and popularize positive reviews for falsifying positive brand images. Depending on difficulties of each request, iWOM charged in 
a range of RMB 200-3,000. Fei Yang co-founded this business in Jul 2007 with only a few people and limited capital but in 6 
years time, it expanded into a several hundred people team with RMB 70 million revenue at 50%+ CAGR. On Oct 17, 2013, Fei 
Yang and iWOM was caught by police. Another fact for consideration is that Fei Yang was supposed to stay in jail until Apr 
16 2015 according to news 8 but became UCAR’s CMO in Mar 2015,1 months earlier than his release date . 


6 Case in the news - http://www.bjnews.com.cn/news/2015/02/12/353653.html and ChinaCourt.org - 
http://rmfvb.chinacourt.org/paper/html/2015-02/13/content 93981 ,htm?div=-1 

7 Caixin detailed report in Chinese: http://m.china.caixin.com/m/2013-12-05/100613860.html 

8 http://media.people.eom.en/n/2015/0213/c40606-26559177.html 
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Fei Yang, from prisoner to Luckin CMO 
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mcMo 


Fei Yang, Luckin 


2019MA 


zuiy Newrank conference 


iWUM 


Logo of iWOM 


JWOM^arketin^m^^j^^^ 


2015-02-12 18:35:40 | *»: »r£*fi | ft#: *J£ 

Founders of iWOM were sentenced to 1.5 years 
imprisonment for paid online review whitewash services 



3 defendants of iWOM case 
Xueping Yang, Jinfu Li and_ 
Fei Yang (From left to 
right), attended the court 
trial 




tm m 


Source: Newrank article, BJnews, Phoenix New Media 


Luckin’s prospectus also shows that as an affiliate company of CAR and Chairman Charles Zhengyao Lu, QWOM is 
providing advertising services to Luckin with transaction value of $6 million and $5.9 million in 2018 and nine months ended 
Sept 2019. QWOM is a Chinese advertising company listed on NEEQ (870207 CH, Chinese named 

or 30% owned by CAR (699 HK) and according to author introduction and preface of the book Traffic Pool 9 Fei 

Yang wrote, Fei Yang was the founder of QWOM . QWOM’s prospectus and Chinese enterprise database Tianyancha (^J^4r) 
also indicate that iWOM was renamed to Beijing RoyalWay Culture Media Co., Ltd. (“RoyalWay”), whose parent 
company Beijing Royalway International Media Advertising Co., Ltd (“RoyalWay Int”) 10 used to be a related party with 

QWOM . Today QWOM, RoyalWay Int and iWOM (renamed to RoyalWay) are in the same building per their corporate 
addresses . Please refer to an org chart summary and relationship proofs as below. 


9 Link to Fei Yang’s book: https://book.douban.com/subject/30191451/ 

10 Company website: http://www.xiqiaoguoji.com/ 
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Fei Yang’s close relationship with Luckin, QWOM and RoyalWay/iWOM 



Fei Yang Founded QWOM 


Luckin’s related party transactions with QWOM 
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Transactions with Haode Investment, Haode Group, UCAR and QWOM 

In 2017. we received a loan of RMB1.8 million from Haode Investment Inc., a shareholder of our company and an affiliate of Mr. Charles 
Zhengyao Lu, to support our working capital management. The loan is interest- free with a term of one year and permits prepayment. We settled all the 
outstanding balance of the related party loan due to Haode Investment Inc. in 2018. 

In 2018. we provided a loan of RMB 147.6 million (US$20.6 million) to Haode Group Inc., an affiliate of Mr. Charles Zhengyao Lu. The loan is 
interest- free with a term of six months and permits prepayment. We settled all the outstanding balance of the related- party loan due from Haode 
Group Inc. in February 2019. 

We rent certain office space from UCAR Inc., an entity controlled by Mr. Lu and persons acting in concert with him. In 2018 and in the nine 
months ended September 30, 2019, the amount for the rent for UCAR. Inc. was RMB3.2 million (US$0.4 million) and RMB3.7 million 
(US$0.5 million), respectively, and as of December 31,2018 and September 30. 2019. the amount due to UCAR. Inc. was RMB1.0 million 

We received advertising service from Beijing QWOM Digital Technology Co.. Ltd., or QWOM, an affiliate of CAR Inc., which is an affiliate of 
Mr. Charles Zhengyao Lu. In 2018 and in the nine months ended September 30. 2019, the amount for advertising service fee for QWOM was RMB 
42.9 million (US$6.0 million) and RMB42.1 million (US$5.9 million), respectively, and as of December 31,2018 and September 30. 2019. the amount 
due to QWOM was RMB 23.2 million (US$3.3 million) and RMB 18.0 million (US$2.5 million), respectively. 

In 2017. we received a loan of RMB92.9 million from Primus Investments Fund. L.P.. a shareholder of our company and an affiliate of 
Mr. Charles Zhengyao Lu, to support our working capital management. The loan is interest- free with a term of one year and permits prepayment. We 
settled all the outstanding balance of the related party loan due to Primus Investments Fund, L.P. in 2018. 

Transaction with Star Grove 

In 2017, we received a loan of RMB227.5 million from Star Grove Global Limited, a shareholder of our company, to support our working capital 
management. The loan is interest- free with a term of one year and permits prepayment. We settled all the outstanding balance of the related party loan 
due to Star Grove Global Limited in 2018. 
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Source: Page 158 of Luckin Prospectus dated January 8, 2020 
https://www.sec.g 0 v/Archives/edgar/data/l 767582/000104 746920000079/a2240174zf-l.htm 

https://book.douban.com/subiect/30191451/ 
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RoyalWay Int was an affiliate of QWOM until Aug 2015 


Beijing RoyalWay International Media Advertising co. LTD was related party of 
the company until Aug 28, 2015. 
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iWOM was renamed to Royal Way 
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Corporate Addresses show that iWOM (now RoyalWay), QWOM, and RoyalWay Int are in the same building 
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Source: Page 10 and 60 of QWOM’s Filings and Kanzhun.com 
http://qccdata.qichacha.com/Disclosure/afa892ecb36e8f2f6bl3fd8eel6d50b4.pdf 

https ://www. kanzhun. com/gsol205245. html 


Fei Yang made many public appearances on behalf of Luckin, has close relationships with Chairman and CEO of Luckin as 
ex-core member of UCAR and even wrote a book, proclaiming the advantages of the growth model Luckin adopted. However, 

his name has never been shown on any filings of Luckin, UCAR or Luckin’s official website . 


62 






















Frequent Presence of Fei Yang as Luckin’s co-founder & CMO 


Luckin's IPO Ceremony 


Luckin Tea Product Release Ceremony 



Date 


Title 


Public Appearance 


Source 


5/17/2019 

1/3/2019 


Luckin CMO 
Luckin CMO 


Luckin’s IPO Ceremony 
2019 Luckin Strategic 
Conference 


9/23/2019 

Luckin co-founder 

Speech @ Communication 

and CMO 

University of China 

10/9/2018 

Luckin co-founder 
and CMO 

Speech @ Conference co¬ 
held by Harvard Business 
Review 

10/25/2018 

Luckin co-founder 
and CMO 

Awards @ Vanguard 

1/3/2019 

Luckin co-founder 

Interview with National 

and CMO 

Business Daily 

7/8/2019 

Luckin co-founder 

Luckin Tea Product 

and CMO 

Release Ceremony 

9/26/2019 

Luckin co-founder 

Saloon co-held by CITICS 

and CMO 

Press Group 

11/28/2019 

Luckin co-founder 
and CMO 

2019 Marketing Summit 

NA 

Luckin co-founder 

Online Lecture @ Hundun 

and CMO 

University 


https ://www.pintu360.com/a64106.html? s=7&o=0 

https ://www. vie ai. com/news/100091870. html 

https ://wemp. app/posts/22ada2fe-e85b-43f3-82b 7- 

2b9dabl031ec 

https://zhuanlan.zhihu.eom/p/46873668 

https ://www.sensorsdata. cn/blog/20181025/ 
http://www. nbd. com, cn/articles/2019-01-04/1288405. html 

https://kuaibao.qq.eom/s/20190708A0UJ4L00?refer=spider 

https ://www. sohu. com/a/343682519 650513 ?spm =smpc. au 

thor. fd-. 3.156962880004!XoZw5NO& trans =000012 is 

pdyl 

https ://mp. weixin. qq. com/s ? biz=MzA 3NDQ3NDEzMQ = 

=&mid=2653588461 &idx=2&sn=d2360e056760e881269d 

920fc3dl7089&chksm=84allcllb3d69507faa6182cl9692 

073ce3377cfde78b54a5aa32f9ce34154c738 7dc0d54d5c&s 

cene=2 l#wechatredirect 

https://www.hundun.en/course/intro/5 715a98ab383f863817 

449dd22b3c8dd 
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“Traffic Pool”, a Published Book written by Fei Yang 
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But Absent from Filings of Luckin and UCAR (838006 CH) 


Fei Yang is Absent from Luckin’s Mgmt. List Fei Yang is Absent from UCAR’s Mgmt. List 


Directors and Executive Officers 

Age 

Position/Title 


Charles Zhengyao Lu 

50 

Chairman 

Jenny Zhiya Qian 


Director and Chief Executive 

<-> 


43 

Officer 

5 ffttt 

Jian Liu 

36 

Director and Chief Operating 

Officer 

Weiss Fung Kuen Chano 3 RfejEflh £&* 




Weiss Fung Kuen ChanffJWlH 2016 ^ 1 ft 14 BM 2019 1 £ 13 0, 

Dr. Jinyi Guo 

38 

Director and Senior Vice 

President 

2016 ^ 3 31 0M2O19^ 1 f\ 13 B » 




<“) 

Hui Li 

51 

Director 


Ertiai Liu 

51 

Director 

». 2016 ^ i n 14 0 M 2019 ^ i n 13 0 o £niLm 

Sean Shao 

62 

Independent Director 


Thomas P. Meier 

49 

Independent Director 

(=) SAfl 

Reinout Hendrik Schakel 


Chief Financial Officer and 



38 

Chief Strategy Officer 


Wenbao Cao 

50 

Senior Vice President 

*«£9Afl3S*1ltatoT. 


Source: Page 147 of Luckin Prospectus dated January 8, 2020 Source: Page 62-65 offilings of UCAR 

https://www.sec.gOv/Archives/edgar/data/l 767582/000104746920000079/a2240174zf-l.htm 

http://www. neeq. com, cn/disclosure/2016/2016-04-12/146044 7285_796632.pdf 
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Fei Yang is Absent from Luckin’s Website 


Management 


Jenny Zhiya Qian 

Chief Executive Officer 

Jenny Zhiya Qian has served as our director since August 2017 and our chief executive officer since November 2017. Ms. Qian served as a director and the chief operating 
officer for UCAR Inc. from 2016 to 2017, and served as an executive vice-president and the chief operating officer for CAR Inc. from 2014 to 2016. Ms. Qian obtained a 
bachelor's degree majoring in industry and foreign trade from Wuhan Institute of Textile Science in June 1998. She obtained an executive master of business administration 
degree from Peking University in July 2012. 


Reinout Hendrik Schakel 

Chief Financial Officer/Chief Strategy Officer 

Reinout Hendrik Schakel has served as our chief financial officer and chief strategy officer since January 2019. Mr. Schakel worked at the corporate & institutional banking 
division of Standard Chartered Bank as an executive director from 2016 to 2018. From 2008 to 2016, Mr. Schakel served successively as an analyst, associate and vice 
president for the investment banking division of Credit Suisse. Mr. Schakel obtained a master of business administration degree from Erasmus University in December 2005. 


Jian Liu 

Chief Operating Officer 

Jian Liu has served as our director since February 2019 and our chief operating officer since May 2018. Mr. Liu served as the head of yield management for UCAR Inc. from 2015 to 2018. 
From 2008 to 2015, Mr. Liu served successively as the deputy head of vehicle management center and the head of yield management for CAR Inc. Mr. Liu obtained a bachelor’s degree 
majoring in labor and social security from the Central University of Finance and Economics in June 2005. 


Dr. Jinyi Guo 

Senior Vice President of Product and Supply Chain 

Dr. Jinyi Guo has served as our director since June 2018 and our senior vice president in charge of product and supply chain since October 2017. Dr. Guo served as the assistant to the 
chairman for UCAR Inc. from 2016 to 2017. He worked at Ministry of Transport from 2011 to 2016, and worked at China Academy of Transportation Sciences as a research assistant from 
2009 to 2011. Dr. Guo obtained his master's degree in July 2005 and a Ph.D. in July 2009 from Beijing Jiaotong University, majoring in transportation planning and management. Dr. Guo 
was a visiting scholar at the University of Leeds in 2008. 


Wenbao Cao 

Senior Vice President of Store Operations and Customer Service 

Wenbao Cao has served as our senior vice president in charge of store operations and customer service since June 2018. Mr. Cao had over 23 years of work experience at McDonald’s 
China. Mr. Cao started his career at McDonald’s China in 1994 and served as store manager of McDonald’s global largest store in Beijing in 1996. Later Mr. Cao became regional manager 
of Beijing and eventually served as the vice president of McDonald’s China from 2011 to 2017, where he was first responsible for the operation of north distnct of McDonald’s China, and 
then in charge of the franchising and partner relationship matters. Mr. Cao obtained a bachelor’s degree majoring in geophysics from the University of Science and Technology of China in 
July 1992. 

Source:Luckin company website - management page 
http://investor.luckincoffee.com/corporate-governance/management 
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Part Two: The Fundamentally Broken Business 
Before 3 rd Quarter, 2019 
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Business Model Flaw #1: Luckin’s proposition to target core functional coffee demand is wrong: China’s caffeine intake 
level of 86mg/day per capita is comparable to other Asian countries already, with 95% of the intake from tea. The market 
of core functional coffee product in China is small and moderately growing in China. 

Different from the market leader Starbucks, Luckin’s management only focuses on catering to functional demand of Chinese 
consumers, i.e. caffeine in-take, but fails to recognize that China is a “stubborn tea drinking” society - such caffeine needs 
have already been fulfilled by tea products . Luckin CEO Jenny Zhiya Qian indicated during Luckin 2019 Global Partners 
Conference 11 that, coffee is a very healthy functional beverage to keep people awake and energized... Chinese young people have 
strong needs to drink coffee for caffeine intake... Luckin’s core value proposition is to offer a coffee product that’s more 
attractively priced, more easily accessible, with comparable quality, by eliminating the price premium in Starbucks’ business 
model. It is true that caffeine demand is real in China and coffee’s consumption level is still low compared to international peers. 
However, coffee’s functional demand is likely a niche market given Chinese consumers’ caffeine intake has already been 

met with tea. 


As shown in below chart, post joining WTO at the end of 2001, China witnessed accelerated growth in tea consumption per 
capita. Coffee consumption per capita also experienced decent growth but absolute level remains low. 


Historical Coffee and Tea Consumption per Capita in Asian Countries / Regions 


FAO - Unroasted Coffee Bean consumption per capita in Asian 
countries / regions (g) 


4,200 



-HK, China 
- India 


-Mainland, China 
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-Taiwan, China 
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FAO - Tea consumption per capita in Asian countries regions 
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-HK, China 
- India 


-Mainland, China 
-Japan 


- Taiwan, China 

- South Korea 


Note: Coffee consumption data is from International Coffee Organization (“ICO”) (Mainland China, HK and Macau) and FAO 

(JP, South Korea, India and Taiwan). Tea consumption data is from FAO 
Source: Food and Agriculture Organization of the United National (“FAO”), National Bureau of Statistics in China (“NBS”), 

World Bank 


Most crucially, tea represents 95%+ of caffeine intake in China on caffeine consumption per capita basis and China’s total 

caffeine consumption per capita at 86mg/day is comparable to Korea, a coffee caffeine dominated developed country in 

Asia . Taking 60% urbanization rate into account, the urban consumption per capita could have topped 140mg already, comparable 
to levels in Japan. Another “stubborn tea drinking” society, India, also shows a similar level. There is very limited room to create 
additional caffeine needs for coffee consumption. 


11 Chinese transcript of Luckin’s 2019 Global Partners Conference Presentation https://www.sohu.eom/a/317477316 99900352 
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Daily Caffeine (Coffee +Tea) Intake per capita per day _ 

% of Caffeine Intake 


mg 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

from Tea in 2017 

China 

36 

39 

44 

49 

55 

60 

67 

74 

76 

81 

86 


95% 

Coffee 

1 

1 

1 

1 

1 

2 

3 

3 

3 

4 

4 

4 


Tea 

36 

39 

43 

47 

53 

58 

65 

72 

73 

77 

82 



Japan 

142 

140 

136 

138 

138 

145 

146 

145 

146 

148 



28% 

Coffee 

88 

89 

87 

90 

91 

98 

100 

102 

104 

106 

107 

103 


Tea 

54 

51 

49 

48 

48 

47 

46 

43 

42 

42 




South Korea 

55 

58 

59 

66 

61 

62 

73 

77 

82 

90 



3% 

Coffee 

52 

56 

57 

63 

59 

60 

70 

74 

79 

87 

84 

88 


Tea 

2 

2 

2 

2 

2 

2 

2 

3 

3 

3 




Vietnam 

79 

61 

66 

67 

58 

60 

63 

63 

62 

59 



19% 

Coffee 

16 

18 

23 

25 

31 

33 

36 

40 

46 

48 

50 

51 


Tea 

63 

43 

44 

42 

27 

27 

27 

23 

16 

11 




India 

48 

47 

46 

45 

48 

52 

54 

55 

55 

56 



97% 

Coffee 

2 

2 

2 

2 

2 

1 

1 

2 

2 

1 

1 

2 


Tea 

46 

45 

44 

43 

47 

51 

53 

53 

53 

54 




US 

160 

159 

154 

155 

157 

156 

158 

155 

162 

162 



20% 

Coffee 

123 

122 

118 

119 

121 

120 

123 

121 

128 

129 

129 

136 


Tea 

38 

37 

36 

37 

36 

36 

35 

34 

34 

33 





Note: According to Caffeine informer, lg of dry green tea contains 10-20mg caffeine (assuming 15mg). lg of dry black tea 
contains caffeine 22-28mg (assuming 25mg). 12oz Cola contains 34mg caffeine. 15g coffee beans contains 150mg caffeine 
Source: United States Department of Agriculture, Caffeine informer, World Bank 

Global coffee consumption per capita comparison across countries also indicates that coffee consumption per capita level is 
primarily driven by culture rather than economic development. China’s coffee bean consumption per capita is not only 
significantly behind developed countries such as Japan and Korea but also way lower than developing countries such as Vietnam, 
Indonesia and Laos. According to United States Department of Agriculture (“USDA”) data, global coffee consumption is mostly 
concentrated in Western countries and former colonies of Western countries - EU, the US and Brazil, representing 28%, 

16% and 14%, respectively. Within developing countries in Asia, more Westernized developing countries such as Vietnam 
(former colony of France) and Philippines (former colony of Spain and the US) have high coffee consumptions. By contrast, in the 
countries with strong tea cultures, such as China, India and Sri Lanka, the coffee consumptions are low. 


Coffee Consumption per Capita Comparison across Asia 


Unroasted Coffee Beans Consumption per Capita (g) 


Cups of Coffee Consumed per Capita 


Japan 

South Korea 

Philippines 

China 



Japan 

South Korea 

Philippines 

China 

USDA (Latest) 

3,745 

3,219 

3,446 

138 


USDA (Latest) 

250 

215 

230 

9 

ICO (2018) 

3,715 

- 

1,857 

100 


ICO (2018) 

248 

- 

124 

7 


Vietnam 

Indonesia 

Thailand 




Vietnam 

Indonesia 

Thailand 


USDA (Latest) 

1,846 

964 

1,354 



USDA (Latest) 

123 

64 

90 


ICO (2018) 

1,696 

1,076 

1,210 



ICO (2018) 

113 

72 

81 



Note: According to Starbucks’s guidance, lOg of coffee powder requires 180ml of water. 1 tall cup of latte is equal to about 15g 

of unroasted coffee beans 
Source: USDA, ICO, World Bank 


Coffee Consumption per Capita vs. GDP per Capita 
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Furthermore, it’s unlikely that coffee will play a greater role in Chinese consumers’ caffeine consumption in the future given that: 

• Overall coffee bean consumption growth has slowed down to 3-4% CAGR only in recent years: data from USD A and 
ICO shows that the growth of coffee consumption per capita in China has slowed down to only -3-4% CAGR in 
recent years . 


Unroasted Coffee Beans Consumption per Capita in China 

USDA - Unroasted Coffee beans consumption ICO - Unroasted Coffee beans consumption 

per capita in China (g) per capita in Mainland China (g) 



Source: USDA, ICO, World Bank 


• Divergent store coverage and growth between freshly brewed tea vs. coffee: according to a report from Meituan (HKEX 
listed: 3690 HK, USD 72 billion market cap, the largest food delivery and local service platform in China), there are 
-410,000 freshly brewed tea stores in China, 4 times of the number of freshly brewed coffee stores by 2018 3Q . In 
terms of growth rate, the number of tea stores demonstrated a continuous growth trend while number of freshly brewed 
coffee stores declined from 121,000 stores by 2016 30 to 105,000 stores by 2018 3Q. Hence, the coffee supply 
network coverage is not the issue, there is just not enough demand. 


# of Freshly Brewed Coffee Stores or Freshly Brewed Tea Drinks Stores 
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Source: Meituan (2019 Chinese Beverage Industry's Development Trend Report) 


In contrast with Luckin, Starbucks China clearly knows that caffeine functional demand of coffee is not large enough. After doing 
business in China for 20 years, Starbucks understands that in most of Chinese consumers’ mind, “grabbing a coffee” means more 
than meeting the caffeine intake demand, but more importantly, finding a place to hang out. Chinese consumers often prefer sweet 
drinks such as flavored latte or Frappuccino over coffee. Coffee industry veterans in China summarized Chinese consumers’ 
demand for coffee shops into 5 categories per our research: 

A. Space: coffee shops offer space for meeting, work or relaxation, similar to the “3 rd space” concept introduced by 
Starbucks - a place outside the home and work that people can gather and build a sense of community 

B. Style: stylish coffee shops, such as Starbucks, especially Starbucks Reserve, % Arabica or boutique coffee shops in the 
eyes of Chinese consumers. Starbucks not only has the most valuable coffee brand name in China, but it is also perceived 
as a premium brand in China, representing a lifestyle people are longing for 

C. Beverage: drinking coffee as beverage and can be replaced by tea or juices. This type of consumers often favors Mocha 
or flavored coffee with milk or syrup 

D. Functional use: people drink coffee for caffeine to stay awake for study or work; they often become addicted 

E. Coffee lover: the ones truly enjoy the tastes of a variety of coffees and normally hold high standard in the quality of 
coffee - this is the smallest portion of coffee consumers in China based on research 
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Starbucks China knows that the coffee shop business demand across categories A-C are way larger than category D, which Luckin 
focuses on. Therefore, Starbucks China is willing to pay high rent and renovation expenses for space and style. What Chinese 
consumers are happy to pay for essentially is a stylish place serving beverages/food for meetings or leisure, not for the coffee 
itself. Operations of Starbucks in China further prove this point: 


• Majority of consumption is not coffee: coffee only represents 40-45% of total sales (70%+ of Starbucks China’s sales 
comes from drinks and within drinks, coffee represents 59% of total drinks) according to Starbucks’s to disclosure on its 
China Investor Day. Mocha, Latte are the most popular ones within coffee. The functional ones such as 
Americano/expresso are the minority. The remainder of drinks are tea, Frappuccino and other beverages 

• Only 10% of Starbucks revenue is contributed by functional demand category D: Starbucks members contribute 50% of 
total revenue and functional users only represent 20% of members’ revenue based on industry research 

• Divergent revenue mix by time during the day in China vs. the US: the strongest functional needs are normally in the 
morning and breakfast represents 50%+ of revenue in the US. However, in China breakfast only represents 16% of 
Starbucks revenue (24% for lunch, 30% in the afternoon, 31% in the evening) according to disclosure on Starbucks’ 
China Investor Day 

• Shopping mall location dominated: coffee shops located in office buildings are more to fulfill functional use of working 
professionals while coffee shops located in shopping malls are more to fulfill space, style or leisure beverage needs. Per 
management disclosure, 70-80% of Starbucks China’s stores are in shopping malls and its office location stores are 
mostly in tier 1 cities core commercial areas such as CBD in Beijing or Lujiazui in Shanghai 

• Majority of customers choose to dine in: Luckin often claimed that 70% of Starbucks’ orders in China are take-out 
orders. Such data is biased. Per research, Starbucks counters normally set orders as take-out status by default and only 
when a customer demands a mug rather than a paper cup, the order would be switched to dine in. Paper cup usage is 
close to 70% indeed. However, paper cups are often used for dine-in purpose too. Take-out orders should only represent 
30-40% of total orders, and real take-out number should be even lower given the high occupancy rates of the stores 




As the first mover in China, Starbucks has built the most extensive prime location store network, offering premium coffee 
experience across store decoration, services and product quality. Such consistent performance in the past 20 years empowers 
Starbucks to establish an unmatched premium brand with a unique business model - it secures lower than market rate 

rent with long term leases at prime locations and carves out spaces for consumers, charging “rent” by selling them 

premium priced coffee . In other words, Starbucks is a successful “coffee WeWork”. It’s not surprising that Starbucks is the only 
coffee chain achieving a decent profitability in China. All the competitors, including Costa Coffee, Pacific Coffee and Korean 
players, find it very difficult to replicate Starbucks’ success built on 20 years of brand value and accumulated store portfolio, and 
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are struggling to turn profitable in China. On the other hand, Luckin chooses to completely go a different direction, and focuses on 
the coffee functional demand that happens to be only a niche market in China. 

In the table below, we list out the key differences in business model and culture between Starbucks and Luckin to help illustrate. 



Starbucks 

Luckin 

Store level: customer 
experience 

Introduced the “expresso bar” experience to the US; 
Provide “3 rd Space” for consumers, offering a 
combination of the best coffee, the best service and 
the best atmosphere 

Only focuses on coffee itself, deems 
store space and service as unnecessary 
Only emphasizes “good coffee” 

Store level: staff 

Staff is Starbucks’ the most important asset and core 
competency. The concept of a good coffee shop 
experience and the Starbucks brand are built upon the 
bond between “partners” and customers 

Luckin’s stores are purely production 
centers. Uses systems to reduce on-site 
staff involvement as much as possible 

Brand 

Empower Starbucks brand to be associated with 
“Knowledge”, “Experience” and “Culture” 

Make “Starbucks” a style. 

Minimize brand premium. 

Marketing 

Marketing expense as percentage of revenue below 

1%; 

Product, service and value are the drivers of the brand 

Aggressive marketing campaign for new 
customers acquisition: celebrity brand 
representative, outdoor brand 
advertising and performance-based ads 

Store level: location 

Prime locations with strong traffic 

Location is the key for retail industry 

Relies on online traffic; stores located in 
non-prime locations to save rent 

Store level: fit-out 

Store image is an essential part of the brand image 

Simple fit-out to serve pick-up 
customers and delivery orders 

Promotions 

Price discount is a sales driver; premium pricing in 
most cases 

All about discounts and coupons 

Product R&D 

Marketing department oversees product R&D: 
consumer demand driven; 

Diversified product portfolios, catering to a wider 
customer base 

Supply chain department in charge of 
product R&D: top-down, cost-driven 
approach; simplifies product portfolio 

Views on expansion 

If expanding for the sake of scale is defined as 
success, it will eventually fail. 

Benchmarks on Starbucks’ # of stores in 
China. Deems scale as the prerequisite 
of a successful business model 

Views on franchising 

Refused franchise model in the brand-building stage; 
doesn’t want to lose the key connection to the 
customers: the store. 

New brand Luckin Tea runs franchise 
model; Luckin Coffee also started 
franchising in September 2019, less than 

2 years since establishment 

Non-core products 

Brand value would be jeopardized if every random 
product is labeled with Starbucks 

Starting to expand from cups to 
fashionable items 


Source: Starbucks’s Proposition is mainly based on Starbucks founder Howard Schultz’s books ( Pour Your Heart into It” and 
“ Onward: How Starbucks Fought for Its Life Without Losing Its Soul” 12 


Business Model Flaw #2: Luckin’s customers are highly price sensitive and retention is driven by generous price 
promotion; Luckin’s attempt to decrease discount level (i.e. raise effective price) and increase same store sales at the same 
time is mission impossible 


12 https://www.amazon.com/Pour-Your-Heart-Into-Starbucks/dp/0786883561 
https://www.amazon.com/Onward-Starbucks-Fought-without-Losing-ebook/dp/B004QEIQEA 
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Market sizing aside, we do recognize Luckin’s success in giving away 20.5 million 13 cups of coffee per month at zero or low price 
by burning significant amount of cash and opening 4.5k stores in 2 years. Through 2019 2Q, it had incurred RMB 2.9 billion net 
loss to amass 22.8 million cumulative transacting customers in just 6 quarters. It had perfected the art of user referral on Wechat: 
referring a new customer will generate a free cup for both the new AND the existing customers; sharing a link on Wechat moment 
or a Wechat group will generate 20 randomly formed discount coupons ranging from 82% off to 32% off for other customers to 
lucky draw. 

Chinese observers are so amazed by the persistently large and ever-present discounts, as well as Luckin’s unending appetite to 
expand and stomach more losses, that they are naming Luckin the “real badass nationalistic company” 14 „ due to its business 
model of raising capital from foreign investors to subsidize Chinese consumers. 

Unfortunately, the free-coffee-plus-coupon-focused customer acquisition strategy results in a customer base that’s highly price 
sensitive. We demonstrate below that both retention rate and transaction value are driven by product discount level. 

Cohort analysis clearly demonstrates that 1). Luckin’s new customers had progressively lower retention rates and worse quality 
than the early adopters, and 2). retention rates across cohorts are driven by level of discount rather than customer vintage. Luckin 
divided its users into cohorts according to which month they first bought Luckin’s products and compared the retention rate of 
different cohorts, summarized in the chart 15 below. 



Luckin retention rate by cohort (in month through lifecycle) 

Customer retention rate 


4D% 


35% 


30% 


25% 


20% 


15% 


10% 


■ Jan-1 a 
— •— Feb'18 
—•—Mar-13 
— • — Apr-18 
-•-May-18 
-"•— Jun-18 
JbM8 
- • — Aug-18 
— •— S^p-18 
-•—Oct-18 
Mov-te 
Dec *18 
—•—Jan-19 
Feb-19 
Mar-19 
• Apr-19 
— May'19 


Ml M2 M3 M4 MS MG M7 M& MS M10 Mil M12 M13 M14 MIS M16 Ml? 


Source: Luckin January 2020 prospectus page 15 
https://www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a224Q425z424b4.htm 


Luckin’s new customer retention rate universally drops to 35% or below by Ml (2 nd month after becoming Luckin’s transacting 
customer), and Ml retention rate is usually one of the highest in the cohort’s lifecycle. Regardless of cohort vintage, over 2/3 of 
each cohort will stay inactive throughout the cohort’s lifecycle, meaning they were only attracted to Luckin by the free cup 

of coffee and did not come back. 


In terms of quarterly behavior, 2018 IQ cohort had relatively high quality, and their retention rate after one year of use was 
30%~35%. From 2018 2Q to 4Q, the quality of new users had been declining, and their retention rates range between 25%~30% or 
even 20%~25%. 2019 IQ and 2Q cohorts Ml retention rates recovered somewhat, but quickly plunge to 20%-25% or below within 
the first several months. 


13 Calculated using (the real case 263 items per store per day) X (65% coffee as reported for first half 2019) X (2019 4Q average number of 
stores 4.0k) X (30 days) = 20.5 million cups of coffee per month 

14 https://tech.sina.com.cn/csi/2019-05-22/doc-ihvhiqav0501098.shtml 

15 Only cohorts till May 2019 were included, because we have shown before that the company had started overstating numbers in 2019 3Q; June 
2019 cohort’s “Ml” is July 2019 so it was excluded as well. 
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Luckin recent customer cohort retention rates b y month 


Customer retention 
Cohort Ml 

M2 

M3 

M4 

M5 

Jan-19 

18% 

22% 

20% 

20% 

17% 

Feb-19 

30% 

23% 

22%. 

20% 


Mar-19 

29% 

25% 

21% 



Apr-19 

31% 

24% 




□j 

30% 






Luchin January 2020 prospectus page 15 

https://www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a224Q425z424b4.htm 

To conclude, Luckin routinely lost majority of its new customers after they consumed their first cup for free; its earliest 

customers are also its high-quality core customers, and as the number of customers grow, the % of non-core customers grew 

significantly. 

We then group the cohort behaviors by calendar month in the chart below to show how active all the cohorts are in a specific 
calendar month. The below chart clearly shows that aside from the 1 st month after becoming a new customer, Luckin’s all cohorts 
had behaved the same way from calendar month to calendar month. 

The retention rate went down gradually in the first half of 2018 and hit the bottom in July-August 2018. From August 2018, the 
retention rates started to rebound through second half of 2018 to December. 2019 IQ retention rates stayed high (Feb 2019 was 
abnormally low because of Chinese New Year and Luckin targets office demand). 2019 2Q saw significant decline into June 
2019, when most cohorts recorded the lowest monthly retention rates since December 2018. 

Luckin retention rate by cohort (calendar month) 

• Jan-18 
Feto-1& 

—•—Mar-18 
-■» Apr-16 

— •— 

—Jtol-18 
=•— JUl-18 

— #— Aug-18 
» Sep-18 
— 0d4& 

—•— NW-1& 

—Dec-lS 
■ Jan-19 
^^Feti-19 
—•— Mer-19 

• Apr-19 
—•— M*y-i9 

Source: Coffee Detective research 

We derive its level of discounts 16 from the company’s filings and presentations. It had increased the level of discounts throughout 
2018 to 2019 IQ but attempted to decrease the discount level in 2019 2Q, directly corresponds to the retention rate trend above. 
Thus, change of retention rate of each cohort was much more correlated to the level of discounts in each calendar month 

than the vintage of the cohort: the higher the discounts, the higher the retention, and vice versa. 


Luckin quarterly effective price as % of listed price 



18 IQ 

18 2Q 

18 3Q 

18 4Q 

19 IQ 

19 2Q 

Effective price as % of listed price 

82% 

63% 

55% 

49% 

47% 

52% 


Source: Company filings and Coffee Detective calculation 


Luckin also discloses transaction value (based on listed price instead of effective selling price) per customer cohort. We group the 
cohort behaviors by calendar month to see how transaction value of each cohort changes. The company’s customer cohort transaction 
value displays similar pattern to retention rate above. First, all cohorts had behaved the same way from calendar month to 
calendar month; secondly, while the cohorts move in the same direction, newer/more recent cohorts significantly underperform 



16 The company’s quarterly earnings material discloses average effective selling price and no. of items sold in quarter, both including free coffee 
items. We adjusted these numbers by excluding the number of free coffee (which is also disclosed by the company) to better gauge the price 
sensitivity of transacting customers. 
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older cohorts in the same month. Finally, transaction value, calculated on list price, grew sequentially from 2018 2Q to 3Q to 
4Q as company increased the level of discounts. 

Luckin transaction value by cohort (calendar month) 

• Jan-18 
—•— Feb-18 
—•— Mar-18 
—•— Apr-18 
—•— May-18 
-•—Jun-18 
— Jui-18 
—•— Aug-18 
—•—Sep-18 
—•—Oct-18 
—•— Nov-18 
—•— Dec-18 
— •—Jan-19 
—♦— Feb-19 

• Mar-19 
Apr-19 

• May-19 
Jun-19 

Source: Luckin January 2020 prospectus page 16 and Coffee Detective research 
https://www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a224Q425z424b4.htm 

It’s worth-noting that 2019 2Q transaction values were higher sequentially, especially for the older cohort customers. This is partially 
due to a special 10-week promotion of “7 products to split a cash pool of RMB 5 million per week”. The promotion ran from March 
11 th to May 19 th , and on average about 150k customers achieved the 7 products purchased per week. The average monthly items 
purchased was only 4.5 items for each transacting customer in 2019 2Q (27.6 monthly items transacted, and 6.2 mm monthly 
transacting customers as disclosed by management). Another possible contributing factor is that Luckin launched a major new 
product category, Luckin Tea, in 2019 2Q, with trials in Beijing/Shanghai in April and nationwide-launch in May. Separately, we 
will discuss the positioning and competitiveness of the tea product in Flaw 4 later. 

The number of items purchased per month by Luckin’s existing transacting customers have decreased. 

Based on disclosed numbers, we also calculate the monthly average number of items purchased by existing customers, after 
excluding the number of items purchased by new customers. As indicated above, a large percentage of new customers are 
attracted to Luckin due to the free cup, after which they become inactive. As a result, we estimate that the number of items 
purchased by new transacting customers average around 2.3/month/transacting customer, much lower than the average in the next 
month and afterwards. 



Luckin no. of items bought by new transacting customer cohorts 








Cohorts (classified by the month when new customers joined) 







Cohort analysis 
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Transaction value per customer (RMB) 

58 

54 

58 

58 

63 

58 

55 

61 

59 

53 

64 

52 

53 

45 

53 

53 

53 

Assumed listed price (RMB) 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

Monthly items sold per customer 

2.4 

2.3 

2.4 

2.4 

2.6 

2.4 

2.3 

2.6 

2.5 

2.2 

2.7 

2.2 

2.2 

1.9 

2.2 

2.2 

2.2 

Retention rate 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

Monthly items sold per transacting customer 

2.4 

2.3 

2.4 

2.4 

2.6 

2.4 

2.3 

2.6 

2.5 

2.2 

2.7 

2.2 

2.2 

1.9 

2.2 

2.2 

2.2 

Ml 


















Transaction value per customer (RMB) 

32 

55 

42 

46 

32 

29 

36 

33 

32 

41 

34 

24 

14 

31 

34 

28 

26 

Assumed listed price (RMB) 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

Monthly items sold per customer 

1.3 

2.3 

1.8 

1.9 

1.3 

1.2 

1.5 

1.4 

1.3 

1.7 

1.4 

1.0 

0.6 

1.3 

1.4 

1.2 

1.1 

Retention rate 

27% 

39% 

35% 

35% 

29% 

23% 

24% 

26% 

29% 

29% 

29% 

23% 

18% 

30% 

29% 

31% 

30% 

Monthly items sold per transacting customer 

4.8 

5.8 

5.0 

5.4 

4.5 

5.1 

6.2 

5.4 

4.6 

5.9 

4.8 

4.4 

3.2 

4.3 

4.8 

3.7 

3.7 


Source: Luckin January 2020prospectus page 15-16 and Coffee_Detective research 
https://www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a224Q425z424b4.htm 


The percentage of new customers as total transacting customers decreases as Luckin scales, resulting in higher overall monthly 
average items purchased per transacting customer. If we exclude the impact of new customers, the number of items purchased per 
month by Luckin’s existing transacting customers had peaked in 2018 3Q at 6.2, and then steadily declined to 5.5 in 2019 2Q 
(2019 IQ was abnormally low due to Chinese New Year in February). 

The decrease in items purchased per transacting customer corresponds to the price discount table discussed above: the boost on 
customers’ spending from higher discount levels peaked in 3Q and 4Q 2018, when effective price quickly dropped from 63% of 
listed price in 2Q to 49% in 4Q. As the intensity of discount eased into 2019 2Q, Luckin customers are also purchasing less 
items per month. 
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Luckin items purchased per month by transacting customers: all vs existing (excluding new) 

7.0 
60 
SO 
4,0 

3.0 

20 2-7 

1.0 
0.0 

181Q 182Q 183Q 184Q 191Q 192Q 

— Monthly items sold per transacting customer (incL new and old customers) 

" ■ Monthly items sold per transacting customer {only jncK old customers) 

Source: Company filings, Coffee Detective calculations 



The receipts we have recently gathered for company’s fraud investigation serves as another evidence. Theoretically in cities 
where Luckin has been operating the longest, the brand should have accumulated more loyal customers who are willing to buy 
Luckin’s products with less discount (which is what the management has been aiming for and telling the investors about). In 
newer cities where Luckin needs to spend aggressively to “educate” consumers, the discount levels are higher. However, the 
actual receipts show minimal correlation between the level of discount and the city’s operating history. 

Luckin average effective price and discount level comparison by city (left to right by operation start date) 

NetSelling Price (RMB) %of Listing Price 

14.0 60.0% 



Dec-17 Jan-18 Mar-18 Sep-18 Oct-18 Nov-18 Apr-19 


Net Selling Price (RMB) % of Listing Price 

Source: 25,843 Luckin customer receipts, Coffee Detective calculation 

It’s not surprising that Luckin’s customer base is benchmarking its spending primarily to the level of discount. In fact, the 
company has been laser-focused on using coupons/discounts as the main customer acquisition and operation strategy. Luckin 
customers are groomed from Day 1 to interact with Luckin through coupons/free coffee instead of 

people/style/service/culture. They are trained to identify Luckin with discounts. 

First, no purchases are done without a coupon or a discount. Even the management publicly indicated that 67% should be the 
long-term discount rate for all products. Luckin has a plethora of coupons in both its APP and on Wechat: top-up coupons (buy 5 
get 10, buy 2 get 3, etc.), coupons generated from sharing links, half-off coupons in Wechat official accounts, coupons for 
customers not active for a week, coupons for customers not active for a month, and other non-coffee product coupons after 
purchasing coffee. Despite calling itself an internet company, Luckin’s APP is comparatively plain and simple; it doesn’t have any 
of the usual user engagement functions such as small games, sign-in awards, and flash sales etc. 

Secondly, to reduce operating cost, Luckin has adopted the strategy to minimize human participation from all angles, including 
service. Its coffee machines are fully automatic: barista just need to press a button to make coffee. Store level employees are not 
required or incentivized to interact with customers unless they have to. Orders are placed online, and pick-up can be done by 
customers themselves through QR codes. 
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Starbucks, on the other hand, indicates that its key assets are the baristas, as the connection built between the baristas and 
consumers is a core competitive advantage. It calls baristas “partners” and pays higher than industry average for both full-time and 
part-time employees. The company also strives to instill the company’s culture and philosophy into its “partners” and then 
through the partners onto its customers. 

Thirdly, Luckin’s store decoration is also minimal and modularized: it aims to satisfy delivery and pick-up demands with no/few 
seats. From our research, capital expenditure averages about RMB 450k per store, budgeting about RMB lk-2k/sqm for store¬ 
front fit-out versus standard F&B service industry at 4k-6k/sqm. Fit-out period takes only 3 days and store can be open 2 weeks 
from rental contract signing, versus Starbucks/Costa at 3 months. Because of the core strategy, Luckin needs to cut expenses to 
the bone and offers customers nothing more than the discounted products. 

Our consumer survey shows exactly that: existing and potential customers’ perception of the Luckin brand highly associates 
with low price. In fact, the top 3 impressions on Luckin are 1. the abundance of discount coupons, 2. cost effective, and 3. 

low price. The perception is stronger for current Luckin customers who plan to remain a customer. Quality, convenience, and 
association to white-collar all rank low on the other hand. 


Luckin current and potential customers survey 

Impression on Luckin's Brand 

Plentiful promotions and coupons 
Cost effective 
Low price 
Professional coffee maker 
Young 
Good quality 

Fast and convenient 

A convenient place to buy drinks 
and snacks 

Cool, innovative 
White collar, professional style 
Coffee delivery 
Don't know much about Luckin 

0% 1096 20% 30% 40% 50% 60% 70% 80% 

Source: Coffee Detective survey 

Worse still, Luckin pushes its coupon-centric operation model so far that it completes turns the table on its best customers: a 

normal, sensible business usually has a membership program to reward loyal customers, while Luckin’s “dynamic 

pricing” discriminates against them. 

Starbucks has 9.1 million active members and they contribute 50% of Starbucks revenue. Since December 2018, it’s free to 
register as a Starbucks member and get rated into three different levels according to accumulated consumption dollars. As shown 
below, the higher the level, the more benefits/coupons the member enjoys. The company uses the membership program to 
improve stickiness and promote loyalty. 


I Existing Luckin users 
who will continue to 
spend on LK’s products 
(N=145) 


i All samples (N=297) 
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Starbucks Membership Benefits 

GET TO KNOW YOUR BENEFITS 


• Bonus Star activities 

• Purchase/bundle 
Starbucks Rewards Kit for 
instant upgrade to Green 
tier 



• Bonus Star activities 

• Welcome to Green Free 
Drink Coupon 

• Taste of Gold Free Drink 
Coupon 

• Birthday Drink Coupon 

• Maintain lifetime Green 
tier status 



• Bonus Star activities 

• Welcome to Gold Free 
Drink Coupon 

• Anniversary Drink Coupon 

• Birthday Drink Coupon 

• Maintain lifetime Green 
tier status 

• Redeem 9 Reward Stars 
for beverage/food 


Source: Starbucks website 


On the other hand, Luckin doesn’t have a membership program or point system. Customers don’t get anything extra from 
spending more or consuming more frequently . On the contrary, customers who consume less get bigger discounts. Luckin runs 
a user retention program that sends large discount coupons to customers that haven’t made a purchase for a week. The discounts 
get progressively larger up to 82% off if the customer hasn’t ordered for a month. 

This coupon structure also ties nicely with the high correlation between retention rate and the level of discount discussed above: 
active customers get smaller coupons. Luckin’s strategy is to use larger discounts to reactivate marginal consumers, while core 
customers do not enjoy any additional benefits. Management also frequently indicated that their strategy is to use large discounts 
to attract new customers, help them cultivate the habit of drinking coffee, and then increase the average selling price, i.e., price 
discriminate loyal customers. 

Combining all the above, the truth of Luckin’s business model is that discount level is the key driver for its price sensitive 
customers. When the company cranks up the discounts on its products, customers increase spending; when the company wants to 
“raise price” by decreasing discount levels, customers become less active and purchase less products. 

Furthermore, as its number of stores continue to grow fast, further increasing store penetration becomes dilutive for existing stores. 
By 2019 4Q, our investigation of the real business metrics indicates that even when the management further increases 
discount level (to 46% real case), number of items per store per day have started declining. 


Luckin no. of items sold per store per day vs Effective price as % of listed price 


No. of Items per Store per Day & Actual Price as % of List Price 
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Items per store per day (excl. free coffee for new users) 
Actual price as % of list price (excl. free coffee for new users) 


No. of stores 290 624 1,189 2,073 2,370 2,963 3,680 4,507 

Source: Company filings, Coffee Detective research 
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The new “unmanned retail” strategy serves as another potential problem for Luckin: management claims that coffee from its 
coffee EXPRESS has the same quality as the one sold in its physical stores, thus should be priced the same; however, this will 
draw attention to the fact that Luckin’s coffee is made by fully automatic machines, not by professional baristas. 

Coffee machines used in stores can be classified into three levels of automation. Costa and Pacific Coffee use semi-automatic 
machines which require on-site baristas to manually make espresso and steam milk. Starbucks and McCafe use semi-automatic 
machines with an automatic espresso function: expresso comes directly out of the machine, but baristas need to complete the 
process of steaming/texturing milk. Luckin, KFC and convenience stores such as Seven Eleven use fully automatic coffee 
machine: employees can make a latte by simply pressing a button. 

While KFC and convenience stores choose fully automatic machines because their on-site employees have many other things to 
do, Luckin also uses this type of machine because it can reduce labor costs and barista training to a minimum level. It only takes 
half a day for Luckin to train a new “barista”, while Starbucks would take two weeks training theirs. Luckin’s coffee machines are 
in line with KFC’s in terms of quality and capacity, but better than those used by convenience stores which sell coffee at even 
lower prices. 

From the customer’s perspective, coffee made by experienced baristas are considered premium: quality of coffee is higher, and the 
barista’s presence makes a difference in the customer’s mind. For example, in the customer survey above, Luckin customers do 
rank “professional coffee maker” high in their perception of Luckin coffee, likely because Luckin’s stores and employees are 
dedicated mainly to coffee making. However, emphasizing that Luckin’ s unmanned machines make the same coffee works against 
its customers’ existing perception and its price premium over coffee from KFC or convenience stores. 


Business Model Flaw #3: Flawed unit economics that has no chance to see profit: Luckin’s broken business model is bound 
to collapse 

Before we move onto examining Luckin’s store-level unit economics next, it’s important to highlight that, amongst different 
verticals in the food and beverage (F&B) service industry, coffee is categorized as one with mature supply chain, standardized 
production, and relatively high gross margin. However, Starbucks is the only coffee retail chain that’s meaningfully profitable in 
China, which indicates that the key to profitability is not all about making and selling products, but more about finding a viable 
business model on the store level. 

There are three proven business models for freshly brewed drinks business in China: the third-space model (high ASP + big store, 
e.g. Starbucks), the convenience store model (low ASP with shared store, e.g. FamilyMart, KFC coffee), the bubble tea model 
(mid-to-low ASP + small store, e.g. tea franchises like Yidiandian, Coco). Each model is successful for different reasons. But 
Luckin is stuck in between. As comprehensively discussed in Flaw #1 and #2: on one hand, sales volume is capped by the limited 
end demand for coffee as a functional product; on the other hand, Luckin is not able to increase price and maintain sales volume 
simultaneously due to its highly price sensitive customer base. When we add rental costs and headquarter expenses (part of which 
is spent to acquire new customers) to the equation, it’s clear that Luckin cannot turn profitable on store-level and the losses 
become worse on corporate level. 

Luckin is incurring high operating losses on store-level, based on its real case sales volume and effective price. 

As an offline F&B service business, Luckin’s unit economics can be broken down into three factors: revenue, cost of sales, and 
store-level operating cost. 

Revenue: Revenue is determined by items sold per day and effective sales price (i.e. after discount). For illustration purposes, we 
use disclosed 2019 2Q numbers for number of items sold per store per day of 345 and effective cost per item of RMB 10.5 per 
item (net revenue divided by total items sold) to calculate the store’s net revenue of RMB 109k per month. 

Cost of sales: Raw material cost for Luckin’s freshly brewed drink is RMB 5.6 per item (same as 2019 2Q), which is 53.5% of the 
effective sales price. The blended gross margin is 46.5% on store level, which translates into RMB 50.6k gross profit per month. 

Store-level operating cost: Luckin’s store-level operating cost includes rental (RMB 15k per month), labor cost (RMB 3.0/item 
according to management presentation), utilities (RMB 5k per month) and depreciation of equipment and store decoration (RMB 
450k upfront investment that requires 3-5 years of payback). We calculate Luckin’s store-level operating cost to be RMB 61.1k 
per month, which has limited room to be significantly reduced further. 

Delivery subsidy: Luckin outsources delivery service to SF Express (i®+). Since coffee delivery is very time-sensitive, SF’ 
delivery riders usually station on Luckin’s store, which results in higher cost. We estimate delivery cost to be RMB 9-10 (incl. 
VAT) per order. Moreover, Luckin offers free delivery (equivalent to RMB 9-10 delivery subsidy per order) for large orders (> 
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RMB 55 per order in 13 cities, > RMB35 per order in other cities, based on listed prices, not on effective prices) and charges 
RMB 6 delivery fee for smaller orders (equivalent to RMB 3-4 delivery subsidy per order). As a result, Luckin effectively offers 
RMB 5 delivery subsidy per order. 

Management excludes delivery expenses/subsidies from store unit economics. However, delivery subsidy is directly resulted from 
selling and distributing products and can be attributed to each individual store. The company disclosed that in 2019 2Q, 19.8% of 
the total items were purchased through delivery. We calculate additional RMB 7.8k delivery subsidy per month per store, which 
further pressures store unit economics. 

On store level, Luckin’s RMB 50.6k gross profit is unable to cover RMB 61.1k operating cost and RMB 7.8k delivery 

subsidy, thus generates RMB 18.3k operating losses per month . More importantly, Luckin still cannot break even on store 
level on cash flow basis without considering depreciation. In other words, Luckin’s upfront investment on equipment and 
decoration will never be paid back as the opened store continues to burn cash on a monthly basis. 


Luckin’s store-level unit economics 


Monthly (RMB) 

Key assumptions 

Unit economics 


Area: sqm 

40 Rev 

108,777 

Capex 

450,000 Rev/sqm/year (rmb) 

32,633 

Capex/sqm (rmb) 

11,250 Overall COGS 

58,167 

Equipment 

220,000 COGS as % of rev 

53.5% 

Decoration 

230,000 COGS per item 

5.6 

No. of items per day 

345 Overall GP 

50,610 

No. of items per order 

1.3 GPM 

46.5% 

No. of orders 

263 



Rental 

15,000 

ASP 

10.5 As % of rev 

13.8% 

Recommended Retail Price (excl. VAT) 

22.3 Rental/sqm/day (rmb) 

12.5 

Discount (% of original price) 

47.1% Labor 

31,050 


As % of rev 

28.5% 


Labor costs per item 

3.0 


Utilities 

5,000 


Per item 

0.5 


As % of rev 

4.6% 


D&A 

10,056 


As % of rev 

9.2% 


Equipment 

3,667 


Average depreication yrs 

5.0 


Decoration 

6,389 


Average depreication yrs 

3.0 


Delivery subsidy 

7,817 


Per order 

5.0 


Delivery orders per day 

52 


% of total 

19.8% 


Store level OP after delivery subsidy 

(18,313) 


As % of rev 

-16.8% 


EBITDA considering delivery subsidy 

(8,257) 


As % of rev 

-7.6% 


ROI - per month - considering delivery subsidy 

-1.8% 


Payback (excl. ramp-up) - months 

NA 


Source: Company Filings, Coffee Detective Analysis 


As operating expenses are largely fixed and cost of raw material is proportional to revenue, daily items sold and effective 

prices after discount are the two key drivers for Luckin’s store unit economics. 

The below sensitivity table showcases how changes in the two drivers, daily items sold and effective price, impact Luckin’s store- 
level operating margins and corresponding payback period (in months). In 2019 2Q, Luckin’s store is running at a negative 16.8% 
operating margin including the delivery subsidies. Meanwhile, EBITDA is still negative, i.e. the average store was operating on a 
negative cash flow basis. 

Luckin’s stores usually have a lease term of 3 years, which means that the payback period needs be within 36 months. In the 2019 
2Q case with 53% discount (effective price at 47% of listed price), daily items sold needs to reach 800 or above to meet this target. 

Luckin management has been articulating to investors that their long-term pricing strategy is not the “listed price” either, but “buy 
2 get 1 free”, i.e. 33% discount . Let’s generously assume this price target can be achieved in all products. In this case, a store needs 
to sell 200 items per day to have a 36-month payback period while increasing its average effective price by 43%, still the 

operating margin would only be 3%. 
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Store-level OPM 


Payback period (month) 


Luckin’s unit economics sensitivity analysis 

terns per day per store 



50 

100 

150 

200 

250 

300 

350 

400 

450 

500 

600 

700 

800 

900 

1,000 

30% 

-340% 

-190% 

-140% 

-115% 

-100% 

-90% 

-83% 

-78% 

-73% 

-70% 

-65% 

-62% 

-59% 

-57% 

-55% 

40% 

-230% 

-117% 

-80% 

-61% 

-50% 

-43% 

-37% 

-33% 

-30% 

-28% 

-24% 

-21% 

-19% 

-18% 

-16% 

45% 

-193% 

-93% 

-60% 

-43% 

-33% 

-27% [ 

-22% | 

-18% 

-16% 

-13% 

-10% 

-8% 

-6% 

-5% 

-3% 

50% 

-164% 

-74% 

-44% 

-29% 

-20% 

-14% 

-10% 

-7% 

-4% 

-2% 

1% 

3% 

5% 

6% 

7% 

55% 

-140% 

-58% 

-31% 

-17% 

-9% 

-4% 

0% 

3% 

5% 

7% 

10% 

12% 

13% 

14% 

15% 

60% 

-120% 

-45% 

-20% 

-8% 

0% 

5% 

9% 

11% 

13% 

15% 

17% 

19% 

21% 

22% 

22% 

65% 

-103% 

-34% 

- 11 % 

1% 

8% 

12% 

16% 

18% 

20% 

21% 

24% 

25% 

27% 

28% 

28% 

67% 

-98% 

-30% 

-8% 

P%1 

10% 

15% 

18% 

20% 

22% 

23% 

26% 

27% 

29% 

29% 

30% 

70% 

-88% 

-24% 

-3% 

8% 

14% 

19% 

22% 

24% 

26% 

27% 

29% 

31% 

32% 

33% 

34% 

80% 

-65% 

-9% 

10% 

19% 

25% 

29% 

31% 

33% 

35% 

36% 

38% 

39% 

40% 

41% 

42% 

90% 

-47% 

3% 

20% 

28% 

33% 

37% 

39% 

41% 

42% 

43% 

45% 

46% 

47% 

48% 

48% 

100% 

-32% 

13% 

28% 

35% 

40% 

43% 

45% 

47% 

48% 

49% 

50% 

52% 

52% 

53% 

53% 








terns per day per store 








50 

100 

150 

200 

250 

300 

350 

400 

450 

500 

600 

700 

800 

900 

1,000 

30% 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

40% 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

45% 

NA 

NA 

NA 

NA 

NA 

NA [ 

NA~| 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

50% 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

115 

68 

39 

28 

22 

18 

15 

55% 

NA 

NA 

NA 

NA 

NA 

75 

44 

32 

26 

21 

16 

12 

10 

9 

8 

60% 

NA 

NA 

NA 

112 

45 

30 

22 

18 

15 

13 

10 

8 

7 

6 

5 

65% 

NA 

NA 

NA 

42 

26 

19 

15 

12 

10 

9 

7 

6 

5 

4 

4 

67% 

NA 

NA 

95 1 

36 | 

23 

17 

13 

11 

9 

8 

7 

5 

5 

4 

4 

70% 

NA 

NA 

56 

28 

19 

14 

11 

9 

8 

7 

6 

5 

4 

4 

3 

80% 

NA 

83 

27 

16 

12 

9 

7 

6 

6 

5 

4 

3 

3 

3 

2 

90% 

NA 

38 

18 

12 

9 

7 

6 

5 

4 

4 

3 

3 

2 

2 

2 

100% 

NA 

26 

13 

9 

7 

5 

5 

4 

3 

3 

2 

2 

2 

2 

1 


Source: Coffee Detective Analysis 


Taking a step back, our research shows that there are three viable business models for freshly brewed drinks, and Luckin 

lacks the competitive advantage to develop into any one of them. 

In the F&B service industry, items sold per store and effective price are usually negatively correlated. Luckin’s competitors who 
succeeded have all found their own ways to strike a balance between volume and price. Their investments in new stores can 
generate reasonable ROI due to this balance, which is the foundation for the business model to be viable. 

“Third space”: Starbucks has built a premium brand in past 20 years in China and successfully offers the value proposition of a 
“third space” through selling coffee. As a result, it can price products at higher price and still achieve larger volume vs. competitors 
to achieve profitability. Although Luckin’s smaller store space enables cost savings on both upfront investment and daily operation, 
its store-level revenue and gross profit is only 17% and 11% of Starbucks by targeting the niche market of coffee’s functional 
demand. As mentioned in Business Model Flaw #1 and #2, the success of Starbucks’ “third space” model is contingent on strong 
brand value and rental negotiation power, other followers (such as Costa Coffee and Pacific Coffee) are still struggling to break 
even. It’s impossible for Luckin to replicate “third space” model given its different store design and brand positioning. 

“Convenience store” model: competitors like KFC and FamilyMart leverage on existing stores and staff to cross-sell coffee. As a 
result, KFC and FamilyMart only need to purchase the coffee machine and raw materials without any additional rental and labor 
cost. “Convenience store” model can achieve an ROI level similar to Starbucks despite much smaller sales volume. Luckin, on the 
other hand, is a dedicated coffee shop (although it tries hard to convince investors that it “uses coffee to generate traffic and then 
cross-sell them tea or snacks or bakery or everything else) and will continue to be viewed as such by its customers. 


Bubble tea shop: Yidiandian and Coco’s product pricing is comparable to Luckin’s. However, their target market of tea drinks is 
much larger than coffee in China. Being a top-tier tea drink shop can achieve very high sales volume per store. Luckin will find it 
hard to replicate, since it mainly serves the functional coffee market and caffeine demand has been largely satisfied through tea in 
China. Bubble tea shop’s gross margin is also structurally higher at >60%, which means Luckin might need to achieve an even 
higher sales volume per store to break even. 
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Store-level unit economics comparison of different business models 



Luckin 


"Third space" 

"Convenience store" model 

Bubble tea shop 



3Q19 Reported 

Real Case 

SBUX 

SBUX Office 

RFC 

FamilyMart 

Yidiandian 

Coco 

Store size 









Store area 

30 

30 

190 

120 



50 

55 

Capex (rmb m) 

0.45 

0.45 

1.9 

1.5 

0.08 

0.06 

0.40 

0.35 

No. of seats 

<10 

<10 

60 

30 

20-40 

5 


12 

% of dine-in 

<10% 

<10% 

>40% 



<10% 


<10% 

Operating data 

No. of items per store per day 

444 

263 

493 

247 

40 

40 

800 

500 

Delivery % orders 

13% 

10% 

8% 




40% 

20% 

Items/order 

1.2 

1.1 

1.7 

1.3 



1.1 

1.7 

No. of orders per store per day 

367 

231 

290 

190 



727 

294 

Price/item (excl. VAT) 

11.2 

10.0 

31.0 

32.0 

11.0 

9.4 

13.2 

12.3 

Daily revenue (rmb k) 

5.0 

2.6 

15.3 

7.9 



10.6 

6.2 

Income Statement 

Monthly revenue (rmb k) 

149.3 

78.7 

458.5 

237.1 

13.2 

11.3 

316.8 

184.5 

COGS 

72.1 

44.3 

133.0 

64.0 

7.2 

7.2 

117.2 

59.0 

COGS as % of rev 

48% 

56% 

29% 

27% 

55% 

64% 

37% 

32% 

COGS per item 

5.4 

5.6 

9.0 

8.6 

6.0 

6.0 

4.9 

3.9 

Gross profit 

77.2 

34.3 

325.5 

173.1 

6.0 

4.1 

199.6 

125.5 

GPM 

52% 

44% 

71% 

73% 

45% 

36% 

63% 

68% 

GP per item 

5.8 

4.4 

22.0 

23.4 

5.0 

3.4 

8.3 

8.4 

Rental 

15.0 

15.0 

64.2 

23.7 

_ 

_ 

38.0 

29.5 

As % of rev 

10% 

19% 

14% 

10% 



12% 

16% 

Rental per item 

1.1 

1.9 

4.3 

3.2 



1.6 

2.0 

Labor 

27.0 

27.0 

68.8 

37.9 

- 

- 

57.0 

38.7 

As % of rev 

18% 

34% 

15% 

16% 



18% 

21% 

Labor per item 

2.0 

3.4 

4.7 

5.1 



2.4 

2.6 

Delivery commission or subsidy 

7.1 

3.3 

- 

- 

- 

- 

13.4 

5.9 

As % of rev 

5% 

4% 

0% 

0% 



4% 

3% 

Commission rate 

0% 

0% 

0% 

0% 



10% 

15% 

Delivery expense per item 

0.5 

0.4 





0.6 

0.4 

Delivery expense per delivered iten 

4.1 

4.1 





1.4 

2.0 

Other operating expenses 

5.0 

5.0 

27.5 

14.2 

0.4 

0.3 

25.3 

12.9 

As % of rev 

4% 

6% 

6% 

6% 

3% 

3% 

8% 

7% 

Other per item 

0.4 

0.6 

1.9 

1.9 

0.3 

0.3 

1.1 

0.9 

D&A 

10.1 

10.1 

39.6 

31.3 

1.3 

1.0 

16.7 

14.6 

As % of rev 

7% 

13% 

9% 

13% 

10% 

9% 

5% 

8% 

D&A per item 

0.8 

1.3 

2.7 

4.2 

1.1 

0.8 

0.7 

1.0 

Depreciation years 

3.7 

3.7 

4.0 

4.0 

5.0 

5.0 

2.0 

2.0 

Store level profit 

13.1 

(26.0) 

125.5 

66.0 

4.3 

2.8 

49.1 

23.8 

Operating margin 

9% 

-33% 

27% 

28% 

32% 

25% 

15% 

13% 

Operating profit per item 

1.0 

(3.3) 

8.5 

8.9 

3.6 

2.3 

2.0 

1.6 

Store levei cash profit 

23.1 

(15.9) 

165.1 

97.2 

5.6 

3.8 

65.8 

38.4 

Cash margin 

16% 

-20% 

36% 

41% 

42% 

33% 

21% 

21% 

KevFinanciai metrics 

Payback years 

1.6 

NA 

1.0 

1.3 

1.2 

1.3 

0.5 

0.8 

Price per item 

11.2 

10.0 

31.0 

32.0 

11.0 

9.4 

13.2 

12.3 

COGS+Operating expenses per item 

10.2 

13.3 

22.5 

23.1 

7.4 

7.1 

11.2 

10.7 

COGS 

5.4 

5.6 

9.0 

8.6 

6.0 

6.0 

4.9 

3.9 

Operating expenses 

4.8 

7.6 

13.5 

14.5 

1.4 

1.1 

6.3 

6.8 

Operating profit per item 

1.0 

(3.3) 

8.5 

8.9 

3.6 

2.3 

2.0 

1.6 


Source: Company filings, Coffee Detective research 


For Luckin’s store-level economics to work, Luckin needs to either increase both price and volume simultaneously or increase one 
of them while maintain the other one stable. However, capped by the market size and price-sensitive user base, it’s very difficult for 
Luckin to achieve either targets. The above table showcase how in 2019 30, Luckin had faked the increases in BOTH its items 
sold per day and price per item to achieve store level profitability. In reality, their store-level operating margin calculated 

from the real business metrics was likely negative 33% (inclusive of delivery subsidy). 


Luckin’s best bet is to follow the bubble tea model, with small stores and low product price: then its high sales volume per store 
per day is the necessary condition to store-level break-even. Unfortunately, the core issue would be the limited demand in China 
for coffee as a functional product, which is especially apparent when compared to the much bigger market for tea drinks in China. 
As a result, it’s extremely difficult for Luckin’s sales volume per store to match its bubble tea peers such as Yidiandian and Coco. 

Another restricting factor on volume is the fact that the majority of Luckin’s stores are located in office buildings , as it aims to 
satisfy functional demand. An office building in China typically contains ~2k people. The first requirement in Luckin’s own business 
development criteria is to position new stores in office buildings with >1.5k people. We can also verify this by looking at Luckin’s 
monthly transacting customers per store: the metric centers around 2k. It reached peak levels of ~2.6k in 2018 2Q (when there were 
not so many stores) and 2018 4Q (when there were deep discounts). In 2019, its monthly transacting customers per store trended 
down with its aggressive store expansion. Due to the geographic coverage of each store, there is substantial cannibalization if 
stores become too dense in a region, which further limits the sales volume can be achieved by each store. 
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Luckin monthly transacting customers per store 

Monthly transacting customers per store 

3,000 

2.500 
2,000 

1.500 
1.000 

500 


Source: Company filings, Coffee_Detective analysis 

With the sales volume upside handicapped, can Luckin shift towards the Starbucks’ model to improve its pricing power? The answer 
is clearly a no, as Luckin’s customers are highly price-sensitive and lack royalty to its products and brand, and it cannot 
increase price without sacrificing sales volume significantly . 

The two inherent flaws in its business model have been pushing Luckin away from any of the viable paths to profitability. Luckin’ s 
real case in 2019 3Q should have been unsurprisingly continued losses and no improvement in unit economics. However, as we 
have shown in the Smoking Gun Evidence segment above, management had started to commit fraud by faking an inflection point 
of its business model: miraculously, they are able to dramatically increase sales volume per store with less discounts in 2019 3Q 
reported case and 4Q guidance, and investors mistakenly bought their story thinking that the business has turned the corner to 
become viable. 



On top of the losses Luckin is racking up on store-level, its high and rising headquarter expenses also add insult to injury. 

Luckin incurs heavy customer acquisition cost (“CAC”) on the corporate level: over the past quarters, CAC per new customer 
mostly stayed -RMB 50 and if we take its -25% monthly retention (<35% in Ml and quickly decline to 20%-25%) into account, 

the CAC per monthly transacting customer is already -RMB 200 . 

Luckin customer acquisition cost 

New customer acquisition costs-^ 

■ Free product promotion expenses* 1 * 

Other new customer acquisition costs* 2 * 


(RMB) 


103.5 



Source: Luckin’s 2019 2Q earnings highlights 


Management targets a total of 10k stores by the end of 2021, which means it aims to open another 5.5k stores over the next 8 
quarters, or 688 new stores per quarter. We use the real case of 263 items sold per store per day to derive that its stores on average 
sell 7890 items per month. We have also derived in Business Model Flaw #2 that Luckin’s existing transacting customer buys on 
average 5.5 items per month. Thus, Luckin will need to acquire 1,435 monthly transacting customers for each new store. If 
the new store doesn’t cannibalize from the existing stores (which is aggressively optimistic as its store penetration in existing 
cities increases), we estimate that Luckin will need to spend RMB 287k per new store per quarter on customer acquisition 
expenses alone, which works out to be RMB197 million per quarter with 688 new stores . 
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In terms of general and admin expenses, Luckin’s trailing 3 quarters’ run rate is about RMB 76k per store per quarter (average of 
RMB 228 million expenses divided by the average store count of 3,000). Therefore, additional general and admin expenses for 
688 new stores will cost the company another RMB 52.2 million per quarter . 

On the other hand, Luckin is currently far from store-level break-even. We calculate that it’s losing RMB 26k per store per month 
under the real case, or RMB 17.9 million per month for 688 new stores. Essentially under the current business model, everything 
else equal, Luckin’s expansion plan is losing its investors RMB 53.7 million more per quarter on the store level, and then 
another RMB 249.2 million more on the corporate level, totaling RMB 303 million more losses per quarter, just on the new 

stores alone! The more stores Luckin opens, the more money and faster Luckin investors will lose. 


Business Model Flaw #4: Luckin’s dream “to be part of everyone’s everyday life, starting with coffee” is unlikely to come 
true, as it lacks core competence in non-coffee products as well. Its “platform” is full of opportunist customers without 
brand loyalty. Its labor-light store model is only suitable for making “Generation 1.0” tea drinks that have been in the 
market for more than a decade, while leading fresh tea players have pioneered “Generation 3.0” products five years ago. 

Luckin Tea ('J'a generation 1.0 tea product benchmarking generation 3.0 competitors 

Luckin Tea is the most important non-coffee product for Luckin - there are differences in coffee vs tea customer base and 
consumption scenarios, thus theoretically Luckin Tea could help target and attract customers outside of its core coffee customers. 
Luckin started its Luckin Tea trial in Beijing and Shanghai in Apr 2019 and launched in nationwide stores in May 2019. In September 
2019, Luckin Tea was officially separated out as an independently operated brand and hired Xiao Zhan (as the brand 
ambassador. 

Compared to tea drinks, coffee is more functional and appropriate for more formal occasions such as business. Tea drink buyers, on 
the other hand, consume tea drinks for leisure and mostly care about the drink’s taste. While demand is not the limiting factor for 
the tea drink industry, the main challenges lie in supply chain management and in-store production. 

Coffee is a commodity with a standardized supply chain, while automatic coffee machines can greatly simplify coffee’s in-store 
production process; both factors are quite straight-forward. On the other hand, our research shows that tea drink, especially the 
“generation 3.0” product that Luckin Tea is benchmarking, is exactly the opposite, with much higher complexity in both supply 
chain and in-store production. 


Level of difficulty in various type of F&B categories 



Supply Chain 

[food storage & preparation, inventory mgmt. 
bulk/centralized procurement) 

On-site 

c o o ki n g/b a king/b rewi n g 

Chinese Cuisines 

Hand 

Hard 

Hot Pot 

Hard 

Easy 

Western Fast Food 

Moderate 

Moderate 

Tea Drinks [generation 3,0] 

Hard 

Hard 

Tea Drinks [generation 2,0) 

Easy 

Moderate 

Tea Drinks [generation 1.0) 

Easy 

Easy 

Bakery Food 

Easy 

Hard 

Coffee 

Easy 

Easy 


Source: Coffee_Detective research 


China’s tea drink industry has developed from generation 1.0 product (tea-powder brewed) to generation 2.0 product (tea leaves + 
creamer or milk), and then to generation 3.0 product (tea leaves + cheese milk topping + fresh fruits). Correspondingly, tea drink 
consumers have developed discerning taste on flavors. As can be seen in the top 10 tea drink brand below, products from generation 
2.0 and generation 3.0 currently co-exist in the market. 
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Top 10 China Tea Drinks Brands in 2019 

From left to right: 

HeyTea, Nayuki, Mixue Bingcheng, Coco, Yidiandian, the Alley, Lele Tea, Good Me, Auntea Jenny, Happy Lemon 



Source: World Federation of Chinese Catering Industry, Hongcan 


• Generation 1.0; standardized product brewed from tea-powder. Major chains include Jieke Milk Tea (#r 4), Happy Lemon 

('fcfe and mom and pop shops. Product cost is low, but taste is also subpar. 

• Generation 2.0: bubble tea - pre-made tea (brewed from real tea leaves) with creamer/milk and bubble at order . Major 

chains are Coco Milk Tea (Coco and Yidiandian (—,&,&), both Taiwanese brands 

o Currently Coco Milk Tea has 3,000+ stores while Yidiandian has 2,000+ stores. Both brands operate under the 
franchise model. This type of store has very limited store area (no seating) 
o Due to restriction on supply chain, these stores are limited to fruits with long shelf-life such as lemon, which is why 
they feature milk tea instead of fruit tea. 

o Mixue Bingcheng ($ Hr is another generation 2.0 chain; it targets lower tier cities with low priced products 

• Generation 3.0: tea drinks are made on the spot with real tea, cheese milk topping, and fresh fruits. Major chains include 
HEYTEA (4-^), Nayuki (£# and Lele Tea (£ 

o Generation 3.0 is another significant upgrade from 2.0, with much better raw materials and correspondingly product 
price also increases from RMB 10-15 to RMB ~30 

o In-store decoration of generation 3.0 brands are often more “instagramable”, and they also provide seats to better 
integrate the “3 rd place” strategy like Starbucks 

o Due to the raw materials upgrade and increased requirement for handling & processing of fresh fruits, the cost of 
generation 3.0 products is higher both from material and labor perspectives 

Luckin Tea is benchmarking generation 3.0 tea drink and its product lineup mainly copies HeyTea, which has been one of the most 
popular tea drink brands in China. However, Luckin’s product R&D system as well as supply chain capabilities are based on 
Starbucks and designed for coffee products , which are fundamentally different from the generation 3.0 tea product. 

Coffee brands such as Starbucks and KFC mainly use pre-mixed powder for tea drink production: the flavors of tea and fruits mainly 
come from tea powder and jam. These drinks are cheaper and easier to produce and are supplemental to the main coffee products. 
Luckin has always been targeting an even simpler in-store production process than Starbucks to minimize the involvement of 
employees. While Starbucks would mix different raw material powders, Luckin requires suppliers to blend as much raw material 
powers as possible into a condensed paste , which then can easily be mixed with water on-site to produce tea drinks. 

Product development for the generation 3.0 tea drink is the opposite: HeyTea and Lele Tea prioritize better and fuller taste over 
efficiency/convenience. To ensure quality and flavor, raw products such as tea leaves, fresh fruits and toppings are often 
directly sourced and selected . Product managers would then go through repeated test and trial of different combinations of raw 
materials to achieve the optimal taste before promoting the product in-store. On-site production is very labor intensive, as the 
fresh fruits are often peeled on the spot, and the cheese milk topping is blended and whipped by hand. 

Luckin’s management made it clear that due to a large scale of 4,000+ stores and the pursuit of in-store efficiency, the company 
won’t be able to afford fresh fruits. Instead, it would only adopt NFC juice, jam, and frozen fruits as substitutes. Luckin’s cheese 
milk topping is also powder-made. Furthermore, no additional equipment is required for Luckin Tea products, which reinforces 
our view that Luckin’s tea drink is essentially generation 1.0 product. Luckin Tea can’t replicate HeyTea products given its 
R&D and supply chain model. 
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Below picture shows a series of Luckin Tea product: each drink’s texture appears even and balanced, indicating that it is blended 
from either NFC juice/jam; the bright color likely comes from artificial pigment. Limited fruits, mainly citrus with longer shelf- 
life, are added likely for decorative purposes. 


Luckin Tea Series 



Starbuck Modern Mixology series launched in 2019 summer are similar to Luckin Tea above. The artificial coloring is quite apparent, 
and the fruits are also mainly citrus. Some of these drinks have even mixed in the coffee element. Based on our research, Starbucks’ 
own feedback is that they were on the right track to acquire younger customers with tea drink, but the products were not attractive 
to target consumers as they had hoped. 






Starbucks Modern Mixology Series 








Cold ftrew Lemon Souf 


B«H 


SpwU'nj Pin* Pom 
CokJ Br* rt 




The HeyTea products below have uneven texture with obvious layers of tea, fruits and cheese milk topping. The color is more 
natural, and there are more variety of fresh fruits. The quantity of fruits is also much bigger than Luckin/Starbucks to provide a fresh 
flavor instead of juice/jam. 


HeyTeaproducts 



According to our research, Luckin Tea’s fruit tea products taste drastically different from generation 3.0 products they are 
trying to imitate. There is an obvious taste of jam and artificial flavoring but barely any flavor of tea. The only product with fruit 
pulp tastes like canned fruits. Customers also have limited choice on level of sweetness: most of the products could not be delivered 
as sugar-free (feedback from Luckin’s stores indicates that sugar had been pre-blended in tea powder and jam). The limited 
customization of products reflects on Luckin’s principal of standardizing and simplifying in-store operation. Yet it comes at the 
expense of customer experience. Based on Meituan’s milk tea delivery industry report, only 7% of customers would choose full 
sugar / high sugar while sugar-free is the top option when choosing milk tea products . 

To conclude, Luckin Tea is poorly positioned to compete in the tea drink market. It lacks product R&D, supply chain know-how, 
in-store production manpower to deliver high quality product. Luckin Tea is structurally not competitive with generation 3.0 
tea drink players. 
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Luckin Tea are priced at RMB 21, 24 and 27 before discount; after the standard 33% off, the price range is between 14 to 18, lower 
than HeyTea/Nayuki but still higher than generation 2.0 products from Coco/Yidiandian. The other brands do not use price discounts 
as a constant mark-down. Since taste is the key factor for tea drinks, and the consumption frequency is only once or twice a week, 
Luckin Tea likely will end up resorting to price competition with an inherently lower quality product. 

Price Comparison of Tea Drinks 



Source: Meituan 


Other products: low gross margin business that’s inherently disadvantaged 

In addition to freshly brewed drinks, Luckin also provides F&B products purchased from 3 rd -party suppliers, including 5 types of 
NFC juices, 3 types of lunches (salad/noodles), 21 kinds of light meals (bread, desserts, sandwiches, etc.) and 20 kinds of snacks. 
We’ve divided Luckin’s 3 rd -party products by their distribution requirement and shelf life. 

Lunches (salad/noodles) and light meals (sandwiches, rolls, etc.) are perishable food that require cold chain supply. They are priced 
at RMB 35-38 and RMB 13-24 originally. Luckin provides 34% discount for all lunches and light meals on its APP as well as 
various coupons to bring the effective price down further. According to our research, customers think Luckin’s lunches and light 
meals are mediocre. For example, Luckin’s salad has a big serving of veggies/fruits but little protein, and the taste is plain. Lunches 
and light meals also require daily cold chain supply, thus the location of the vendors as well as cold chain logistics can be restricting 
factors. Moreover, Luckin is quite conservative in perishable food inventory management. Thus, lunches and light meals are usually 
sold out by noon, which is quite uncommon in F&B industry. 

NFC juices, bakery products and desserts also require cold chain supply. Luckin’s NFC juices are OEM products supplied by Zero 
Fruit Farm (^JThe original retail price of NFC juices is RMB 24. Post-discount price is slightly lower than the offline 
retail price of Zero Fruit Farm’s own products. Bakery products and desserts are listed at RMB 13-16 and RMB 25, but with have 
corresponding discounts. On-site staff needs to thaw bakery products before selling them because these products are also supplied 
through cold chain logistics. However, most of Luckin’s stores are not equipped with heating equipment so Luckin’s bakery 
products taste significantly worse than freshly baked/heated ones. Per our research, Luckin fits out its stores based on a 
“modularized” design to expedite its new-store deployment. Initially, Luckin didn’t take heating equipment into consideration, so 
there is little room for heating equipment in its existing stores. To our knowledge, Luckin’s product team doesn’t plan to add 
heating equipment either and customers can only heat food themselves. 

Snacks are easy to store and have no need for cold chain supply. Luckin’s snacks mainly target white-collar workers, and its number 
of SKUs is higher than that of Starbucks and Costa. The original price of Luckin’s snacks varies from RMB 13 to RMB 30, and the 
post-discount price would be RMB 9-20. Luckin’s snacks have no differentiation as they are existing products under 3 rd -party 
suppliers’ own brands, which are available in all major retail channels. Customers cannot see the brands they are buying when 
ordering snacks in APP only to find out later that they are not Luckin branded. We’ve compared the prices of Luckin’s snacks and 
same products sold in other channels. Luckin’s post-discount prices are in line with the retail prices offered by offline 
convenience stores, but on Tmall/JD and the 020 food delivery platforms the same products are 25% and 15% cheaper. 


Same Product Price Comparison 

mfc 711/^tpflfUJS 020-M* 

Tmall JD Convenient Store 020 Food Delivery 



Source: Luckin app, Tmall app, JD app, offline convenience stores, Meituan app, Ele.me app 
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According to the reported numbers, Luckin’s other F&B business has a lower ASP and a higher average COGS per item than 
its freshly brewed drinks business. Per our research, Luckin’s procurement costs for 3 rd -party F&B products are already very low. 
The company has already known its suppliers’ costs and used a cost-plus method to negotiate on pricing. Therefore, Luckin’s 
suppliers’ margin should be relatively low and there is very limited room for further reduce procurement price. 


Gross Profit Margin of Luckin’s Businesses 


RMB 

Q1 18A 

Q2 18A 

Q318A 

Q418A 

Q1 19A 

Q219A 

Freshly Brewed Drinks 

ASP 

19.4 

14.6 

13.7 

12.3 

10.9 

11.9 

COGS per item 

15.4 

9.6 

8.1 

6.9 

5.9 

5.6 

Outsourced Items 

ASP 

13.1 

10.9 

7.4 

7.2 

8.8 

10.8 

COGS per item 

16.7 

12.9 

8.3 

8.0 

8.4 

8.0 

GPM 

-28% 

-18% 

-11% 

-10% 

4% 

26% 


Source: Luckin quarterly reports 


Luckin’s other F&B business is not competitive and cannot generate new traffic for its offline stores. Luckin entirely depends on 
3 rd -party in product supply and has poor R&D capability, so its products lack differentiation and competitiveness . Unlike coffee, 
Luckin doesn’t use a consistent brand in its other F&B business. Lack of heating significantly worsens the taste of its bakery 
products and lunches (like noodles). 3 rd -party snacks are widely available in other channels and often at a cheaper price, such as 
online ecommerce platforms and offline convenience stores. Compared to these competitors, Luckin is much worse positioned 
with a lot smaller scale, very limited product SKU, inferior supply chain/inventory management expertise. 


Business Model Flaw #5: The franchise business of Luckin Tea is subject to high compliance risk as it’s not registered with 
relevant authority as required by law, because Luckin Tea launched its franchise business in September 2019 without 
having at least two directly-operated stores fully operational for at least 1 year. 

According to China’s Regulation on the Administration of Commercial Franchises (( i§j" 3k # & 1? T? S W )) , the term 
^commercial franchise” refers to such business operations by which an enterprise (“franchiser”) owning a registered trademark, 
enterprise mark, patent, know-how or any other business resource confers the said business resource to any other business operator 
(“franchisee”) by means of contract, and the franchisee undertakes business operations under the uniform business model as 
stipulated by the contract, and pay franchising fees to the franchiser 17 . 

Luckin Tea has clearly avoided associating with the franchise business model: it names its third-party operators “New Retail 
Partners”, and specifically emphasizes that it doesn’t charge a franchising fee. Instead, company requires the “New Retail Partners” 
to exclusively procure raw materials from Luckin and charges a share of gross profits after the store achieves gross profit breakeven 18 . 

However, the Higher People’s Court of Beijing had already provided judicial interpretation that charging any profit-sharing 
or any product mark-up already constitutes as franchising fee 19 . Therefore, whether the company calls it franchise model or 
not, Luckin Tea is trying to operate a business that, by regulation’s definition, is a commercial franchise. 


17 Regulation on the Administration of Commercial Franchises, regulation no.3; “7? 

-ML A) , 

9frA^ff JUWf 

( http://www.gov.cn/zwgk/2007-02/14/content 527207.htm ) 

18 Luckin Tea would open independent stores from coffee, and is open for franchisee application with no franchise fee 
t http://www.caixin.com/2019-09-03/101458373.html) 

19 Regulation no. 5 of Notice of the Higher People's Court of Beijing Municipality on Issuing the Guiding Opinions of the Higher People's Court 

of Beijing Municipality on Several Issues Concerning the Application of Law in the Trial of Disputes over Commercial Franchise Contracts, 
“the parties concerned may stipulate the franchise cost by directly setting forth the amount thereof in the franchise contract or in the form of 
reward points of payments for goods, a percentage of profits, training expenses, etc.” ( %\ 

*2L#r, t lit SuM 

iArfi > I#iJi| fi 7 # 0 A, ££ 1? $ ffl ”) ( http://www.bjcourt.gov.cn/ssfw/spzdwj/detail.htm?NId=25000086&channel= 100014003 1 

87 

















Lukin’s Presentation on Luckin Tea’s “New Retail Partners” Model 

Differences between New Retail 
Partners model vs. traditional 
franchise model 


New Retail Partners Model 
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Source: “After 2 months, Luckin announced that Luckin Tea brand will be operated independently and introduced partnership 
model ” https://new.qq.com/omn/TEC20190/TEC201909030053200Q.html 


According to Administration of Commercial Franchises regulation no. 7, a qualified franchiser needs to own and operate at least 2 
direct stores for over 1 year 20 . Luckin Tea did not have any independent operating stores until October 2019 according to 
Luckin’s COO Liu Jian 21 . Therefore, Luckin Tea has not met China’s regulation requirement to qualify as a franchiser. 


Another evidence is that it also still needs to register with the relevant department of Ministry of Commerce within 15 days of 
signing its first franchisee agreement, according to regulation no. 8 22 . However, we have searched the key words “Luckin Tea” 
and “Luckin” in both English and Chinese and on Ministry of Commerce Commercial Franchises 

Information Registration System (http://txiv.syggs.mofcom.gov.cn/), and found no companies registered with these keywords. 


Search Results on Ministry of Commerce Comm er cial Franchises Information Registration System 
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20 Regulation on the Administration of Commercial Franchises, regulation no.7; ((W 

if 5L 1 }' 2 ^Ji1tl&, 7f 1 (http://www.gov.cn/zwgk/2007-02/14/content 527207.htm ) 

21 http://www.caixin.com/2019-09-Q3/101458373.html 

22 Regulation on the Administration of Commercial Franchises, regulation no. 8 ; ((itf 4kF£ijr#])) £] it >Eij sl # 

0 & 15 El pfcj, iEffi Zh/kW hhEL/L Ej M # H 4r^” ( http://www.gov.cn/zwgk/2007-02/14/content 527207.htm ) 
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Source: MOFCOM. 


The potential consequences of Luckin Tea’s violations of these regulations: violating regulation no. 7: commercial administrative 
department shall order the company’s correction, confiscate all illegal income, impose a fine of more than RMB 100k and less 
than 500k, and make an announcement on the violation 23 . Violating regulation no. 8: Competent Commercial Department shall 
order record procedure within specified time limit, a fine of more than RMB 10k and less than 50k shall be imposed; if no record 
has been made within the time limit, a fine of more than RMB 50k and less than 500k shall be imposed, and a public 
announcement on the violation shall be made 24 . Negative impact of not satisfying “lawful business operations” might far exceed 
the fine amount for a listed company. 


23 Regulation on the Administration of Commercial Franchises, regulation no.24; % —-f ^ Avf 

it, ( http://www.gov.cn/zwgk/2007-02/14/content 527207.htm ) 

24 Regulation on the Administration of Commercial Franchises, regulation no.25; T“ 

7) tLVX Jl 10 7j 7LVIFtflv)it, ( http://www.gov.cn/zwgk/2007-02/14/content 527207.htm ) 
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